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Economic and Political Conditions of 


World Stability 


HE opportunity to talk to The Economic History Association is as 

flattering to an international lawyer as it is unexpected. I have 
never been entirely clear on how economic historians select their ma- 
terials in order to distinguish their product from political history, a 
subject with which I am supposed to be more familiar. The future 
historian of the period in which we live will, I am sure, encounter 
unusual difficulty in making this distinction. America’s foreign policy 
seems to center around economic aid to allies and economic boycott of 
potential enemies. The New Deal made economic welfare of the people 
a domestic policy until the outbreak of war compelled the national 
economy to become an instrument for achieving unconditional sur- 
render of foreign enemies. It cannot be said that the present adminis- 
tration, with proposals for more social security, continued foreign aid, 
and continued agreements for reducing trade barriers, is moving very 
fast in unscrambling economics and politics. 

If we look abroad the confusion of these aspects of life is even 
greater. Socialism is, I suppose, by definition a union of politics and 
economics, whether, as the Marxians claim, through economics taking 
the reins of history while the states “wither away” or, as Soviet practice 
suggests, through politics taking the reins while economics withers 
away in a diversion of all production to the building of power in the 
Kremlin. 

In time of great international tension, all human interests and actions 
—politics, economics, religion, education, the arts, and even the 
family—tend to coalesce. All become means to action deemed neces- 
sary to the survival of the state, the nation, the civilization, the way of 
life, or something else, intensely felt but usually not clearly defined. 

It was a feature of the nineteenth century, dominated by classical 
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economic theory, to separate economic and political activity. In this 
it differed from the mercantilist period which preceded and the social- 
istic period which has followed. Adam Smith said the wealth of nations 
would be promoted by abandoning political regulations whether of 
domestic or international trade. Let men produce and consume freely, 
and in their capacity as citizens, legislators, and officials concern them- 
selves with neither production nor consumption but seek only to main- 
tain the general law, protecting property, contract, civil order, and civil 
liberties. The guiding purpose should be, continued the classical econ- 
omists,.to secure as much freedom for every individual as is consistent 
with equal freedom for all. I need not dwell upon the extensive eco- 
nomic regulation concealed in this general law, but a stable legal system 
rooted in tradition was something different from sporadic economic 
regulations subordinate to changing policy of the government. 

The classical theory, increasingly championed by Britain after the 
reform act of 1832, influenced the practice of all important states in 
the later nineteenth century. Even Bismarck could see nothing incon- 
sistent in a tariff war with a political ally, or in expanding trade with 
a potential enemy. The United States, though its tariff rose steadily 
after the Civil War, did not discriminate between political friends and 
enemies. It followed Washington’s advice of trade with everyone (sub- 
ject in Hamiltonian practice to reasonable protection) and avoidance 
of active power politics (under the shelter of British sea power). 

Three other peculiarities of the same period of history may be 
noted. It was extraordinarily peaceful, extraordinarily prosperous, and 
extraordinarily democratic. 

While Europe had wars of nationalism in the mid-nineteenth cen- 
tury, out of which the new Germany, the new Italy, and the inde- 
pendent Balkans emerged, they were small affairs compared with the 
Napoleonic Wars and the recent World Wars. They were also small 
in comparison with the American Civil War, the Chinese Taiping 
rebellion, and the Lopez war in South America at the same time. The 
century from Waterloo to the Marne, perhaps properly called the 
“Pax Britannica,” was the most peaceful century in European history, 
certainly since the Pax Ecclesiastica of the thirteenth century and prob- 
ably since the Pax Romana of the Antonine Caesars. I am speaking of 
wars within Europe. In the nineteenth century, European nations were 
fighting imperial wars overseas, as in earlier periods the Roman legions 
fought on the periphery of the empire and crusaders fought in the 
Near East. Internal peace and external war have never been wholly 
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unrelated, but in the three periods I mentioned, and especially the last, 
the total military burden of Europe was relatively small.’ 

In maintaining a rate of expansion of both population and average 
income, thus apparently giving the lie to Malthusianism, the nineteenth 
century was certainly unparalleled in human history. European popula- 
tion tripled, technology transformed production, and European ideas 
and techniques extended throughout the world. Population and pros- 
perity moved forward with similar speed in North America and the 
Pacific dominions. If they failed to do so in Asia, Africa, and South 
America, and the statistics are perhaps less informing than the popular 
attitudes that now plague us in these areas, to most Europeans of the 
time this failure was not important. Europe was the center of the world 
and thought it had the eel of civilization by the tail. 

Democracy is hard to define. Nineteenth-century historians were 
interested in it, especially in its aspect of civil liberty, and they concen- 
trated their attention on ancient Greece, Runnymede, and the constitu- 
tional struggles of seventeenth-century England. Due process of law, 
freedom of speech, press, religion, and opinion, and government in 
accord with a public opinion developed under these guarantees were 
at the heart of the concept, at least in England and America. Constitu- 
tional guaranties of civil liberties, judicial standards, parliaments, and 
elections sprang up all over the world in the nineteenth century. 
Feudalism, persecution, absolutism, and censorship continued in “back- 
ward areas” like Russia, but were thought to be on the way out. Men 
could write books on the inevitable progress of democracy. 

I am not at this point going to inquire into the causal relations 
among the peace, the prosperity, the democracy, and the separation of 
economics and politics, all characteristic of the nineteenth century. John 
Nef has looked into these relationships during the seventeenth and 
eighteenth centuries and has demonstrated from history their intricacy.” 
I will, however, permit myself one comment. Cobden may have gone 
too far in assuming, as did Cordell Hull nearly a century later, that 
freedom of trade was the key to peace, prosperity, and democracy, 
but he certainly was not as far off as was his contemporary Karl Marx, 
who assumed that this triad could only be secured through central- 
ized control of all production and distribution of wealth. Without com- 
mitting ourselves on the causal relations, we must note the historic 





1“The Historic Circumstances of Enduring Peace,” Annual Report of the American Historical 
Association, 1942, Ill, 361 ff. 
2 War and Human Progress (Cambridge, Mass.: Harvard University Press, 1950). 
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fact of an increase in international tensions, military destruction, the 
impoverishment of peoples, the persecution of minorities, and the ab- 
solutism of governments, along with the more intimate relations of 
politics and economics which developed in the twentieth century. 

I suggest that these changes cannot be understood unless we consider 
the growth of organization and the growth of technology. These seem 
to me the most characteristic features of the twentieth, the bloodiest 
of centuries. 

Paleontologists inform us that the direct ancestors of all animal 
species were smaller. Modern man cannot crowd himself into medieval 
or ancient armor. The horse looks down on the remains of Eohippus, 
as the gigantic dinosaurs of the Jurassic looked down on their an- 
cestors of the Permian. Each animal species evolved too big to survive 
and was succeeded by a species that had branched off in an earlier 
epoch and had curbed its proclivity to get larger. Louis Brandeis 
warned us of the curse of bigness in our institutions. States have on 
the average become larger and fewer since the middle ages. Europe 
had five thousand virtually independent baronies and principalities in 
the fifteenth century, most of them within the theoretical limits of the 
decaying Holy Roman Empire; over five hundred at the time of the 
Thirty Years’ War; two hundred at the time of Napoleon; and less 
than thirty today.’ The great powers of the nineteenth century, all 
European, were small compared with the United States, the Soviet 
Union, China, and India of today, just as the Greek city states of the 
age of Pericles were small compared with the Mediterranean states of 
the Hellenistic period which followed. 

So also the great business and banking firms of the eighteenth cen- 
tury are dwarfed by their corporate successors of the twentieth cen- 
tury. The same is true of ecclesiastical, social, and educational insti- 
tutions, but in lesser degree. New and small institutions are continually 
being born, but, on the average, the institutions serving important func- 
tions have become larger and fewer. This is another way of saying 
that social control continually becomes more centralized. The press 
provides a notable example. We can all remember when each great 
city had a number of important independent dailies. Now few can 
boast more than one or two and many of these are members of chains. 
A few centers of editorial policy-making with daily papers circulating 
to millions shape public opinion. With the radio and television, and a 


3 Quincy Wright, 4A Study of War (Chicago: University of Chicago Press, 1942), I, 215; 
Hans J. Morgenthau, Review of Politics, X (April 1948), 157. 
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diminishing number of important commentators, the centers of opinion 
formation are becoming even further reduced. 

The trend toward an increase in the size and a decrease in the num- 
ber of organizations directing political, economic, educational, and 
social ideas, opinions, and actions tends toward both geographic and 
functional centralization of decision-making. Such centralization is 
hostile to a separation of economics and politics, and also, I think if 
pushed too far, to peace, prosperity, and democracy. 

While this trend to bigness is natural, springing from the love of 
power, the apparent need of co-ordinating conflicting activities, the 
immediate efficiencies of supercontrols, and the growth of knowledge 
of the arts of organization and administration, it has in the past been 
retarded by the influence of geographic barriers and distances on 
communication and transportation. Centralization of all social func- 
tions—economic, political, religious, and educational—has always 
been possible and practical within small face-to-face groups, and it 
is to be found among most primitive peoples. The centralization of 
authority over large populations and within large geographic areas has, 
however, presented difficulties. Within large societies there has tended 
to be a decentralization of functions among distinct institutions. Within 
the political state, business firms, churches, universities, and families 
function in their respective fields with considerable autonomy. The 
state itself usually subdivides into specialized institutions for carrying 
on its legislative, judicial, executive, and administrative functions. 
Even with this functional decentralization, large empires have often 
fallen apart because communication from the center to the periphery 
was too slow. Proconsuls had to be delegated power that tended to be- 
come sovereign. 

Modern technology has greatly reduced the natural brakes on ex- 
cessive size. A mathematical sociologist has recently sought to relate 
the average size of political units with the technology of communica- 
tion.* The horse and sailing ship age permitted of lesser political organ- 
ization than did the age of the steamboat and the railroad. The latter 
age is far behind the age of airplanes and telecommunication in the 
actual and potential size of states. Technologically it would now be 
possible to decide every phase of the life of the entire world from a 
single center occupied by a single mind. It may be fortunate that such 





4Hornell Hart, “Technology and the Growth of Political Areas,” in Technology and 
International Relations, W. F. Ogburn, ed. (Chicago: University of Chicago Press, 1949), pp. 
28 ff. 
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a development, which would destroy not only the spice and variety 
of life but also the capacity for criticism and progress in the world, is 
hampered by the diversity of political opinions and of national loyalties. 
Yet these political obstacles to the trend toward centralized world 
government distress many of our most idealistic fellow citizens, and 
indeed they are factors of immediate importance in the causation of 
political tensions. Many citizens are confused because the problem of 
limiting the degree of centralization of authority is no longer deter- 
mined by nature and the inadequacies of technology but by human 
attitudes, opinions, and policies. They are told that centralization 1s 
necessary to enforce universal law and settle international controver- 
sies, and they are also told that existing nations and authorities must 
be preserved. They do not know how to decide, and shirk their re- 
sponsibility. They want both world order and national sovereignty, 
and their ambivalencies add to the tensions. 

The physicist Erwin Schroedinger has called attention to two kinds 
of order or stability.” The first is statistical stability resulting from the 
averaging tendency of large numbers. Each of the trillions of atoms 
and subatomic elements in a piece of iron may have much independ- 
ence in its motions, but there are so many of them that the average 
gives great stability to the properties of iron. Every suicide has special 
motives, but there is considerable stability in the ratio of suicides to 
population in any large nation. So when the world was divided into 
millions of clans, tribes, principalities, states, associations, and other 
organizations, each with its capacity limited to a small area or a few 
functions, there was competition, conflict, and occasional war, but the 
whole presented a certain stability permitting rough calculation of the 
future and some individual planning. 

The other type of stability is that of organization. Matter is or- 
ganized in atoms, molecules, worlds, solar systems, galaxies, and super- 
galaxies, the structure and balance of forces in each presenting a certain 
stability. Life is organized in cells, organisms, families, aggregations, 
communities, and associations. Human personalities are organized in 
cultures, nations, states, federations, international organizations, and 
numerous other associations and institutions. The stability of organi- 
zation, differing from that of statistics, results from the structure of 
the whole, not from the number of similar entities in a space. The more 
integrated an organization becomes, the more its stability and its future 
is the consequence of a few decisions initiating trigger reactions and the 


5 What Is Life? (Cambridge, at the University Press, 1946). 








Conditions of World Stability 369 


less that future and stability is susceptible of calculation from statistics 
applied to the properties of its component parts. Today we cannot pre- 
dict wars from human nature or from tribal customs. We must know 
the structure of the world and the policies of the decision-makers. 
Organization and technology have advanced so far as to prevent statis- 
tical stability and not far enough to permit organizational stability of 
the world as a whole. Man is no longer an atom in an inexorable 
world, but he is not yet a god able to make the world he wants. 

If this were the whole story, our situation would indeed be desperate. 
We will not tolerate centralized organization of the world nor can we 
re-establish conditions making for statistical stability. We could not 
“uninvent” our technological gadgets if we wanted to, and we would 
not want to destroy our great organizations giving us a measure of con- 
trol over our environment if we could. Our only hope seems to lie in 
assuming that both forms of stability have a role in the good society 
and in doing our best to co-ordinate them. We do not want to be atoms 
and we do not want one of our number to be a god. We all want to 
be demigods, or at least free men, and we can be in greater measure 
than ever before, but we must recognize that this makes for consider- 
able uncertainty in the world. All was not order on Mount Olympus. 

Individual freedom is a product of considerable statistical stability, 
of an order of nature, culture, law, or opinion beyond the immediate 
control of any decision-making authority—an order which can be re- 
lied on to persist for a long future, and which, therefore, provides the 
basis on which every individual can calculate the consequences of his 
acts and plan for the realization of his goals. The rapid advance of 
technology has meant that nature provides little of this kind of stability, 
and the advance of organization has meant that custom and tradition 
provide less of it than they did among primitive peoples or earlier 
civilizations. What nature and custom can no longer do must be done 
by a public opinion sustaining cultural and legal standards that assure 
orbits of freedom for all and the continuance of basic conditions per- 
mitting rational use of that freedom.® 

A common law, sustained by public opinion and changing only grad- 
ually through adherence to the procedures it establishes for preventing 
arbitrariness and assuring discussion, might maintain conditions of 
statistical stability protecting basic individual rights and freedoms, but 
it seems clear that such a law could not prevent serious fluctuations of 
peace and war, of prosperity and depression, in the modern world of 


6 David Riesman, The Lonely Crowd (New Haven: Yale University Press, 1951). 
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huge states and corporations. There are too few decision-makers to 
maintain stability through the averaging of the effects of their political 
and economic decisions, and some of them are too big to be effec- 
tively controlled by ordinary legal sanctions. A single decision may shake 
the world and alter the course of history for generations. To prevent 
such fluctuations, regulative agencies are necessary which look to the 
future rather than to the past and which rely upon intelligence rather 
than habit. Even in the nineteenth century, the Bank of England, the 
British Foreign Office, and the British Navy gave much assistance to 
the invisible hands of competition and the law of nations in preserving 
world stability. Today, this function can only be performed by interna- 
tional agencies such as the United Nations in the political field, the 
International Bank and Fund in the economic field, UNESCO in the 
educational field, and other specialized agencies in their respective 
fields. Such agencies of co-ordination and regulation can function 
successfully in proportion as they are provided with continuous meas- 
urements of social change indicating disturbances of equilibrium, and 
with powers and standards of action calculated to rectify disturbances 
before they become serious. Such powers, however, can only be effective 
if they are operated within a complex structure in which many centers 
of initiative mutually check one another. There must be considerable 
stability in the basic structure of the world as a whole, arising from 
the interrelationship of its parts, if universal regulatory agencies are to 
maintain that stability against the disturbing influence of sporadic de- 
cisions by dynamic leaders and enthusiastic crusaders backed by or- 
ganized force. In a bipolar world this basic stability is lacking, and 
effective regulation is impossible. The first task of policy-making for a 
stable world is, therefore, to increase the number of centers of initiative 
and to make them more nearly equal in power. 

The study of international relations is a large field. It has economic, 
political, legal, cultural, technical, and other functional aspects. It also 
has American, British, French, Russian, Chinese, Indian, and other 
local aspects. There is no simple formula for assuring both stability 
and progress. I think, however, if we appreciate better the somewhat 
opposing character of statistical and organizational stability, and the 
need of both, we may be able to stem the tide of bigness and centrali- 
zation in the interest of individual and national freedom within a 
common law. Thus, we may maintain a measure of statistical stability, 
without destroying the progressive and dynamic character of organi- 
zations pioneering in new technologies and new ideas. The forces of 
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change, inherent in modern science and technology, are, however, so 
powerful that we must expect the world to continue to shrink at an ac- 
_celerating pace. Consequently, neither the common law of nations nor 
the automatic equilibria among great functional and regional organi- 
zations can be expected to persist unless maintained by the corrective ac- 
tion of universal regulatory agencies. 

What is the role of economics and politics in the international pro- 
cesses I have been discussing? 

Economics is the art of achieving human ends against the niggard- 
liness of nature. The scarcity of resources requires that they be econo- 
mized, and the effort to economize leads to improved technology for 
converting resources to use. This leads to division of labor, to trade, and 
to transportation of both raw materials and finished products among 
all areas of the world. The advance of technology increasingly involves 
the use of capital in production, transportation, and marketing; in- 
creasingly requires the assemblage of materials, labor, and machines 
during these processes; and results in a continuous lengthening of the 
period between initiation of production and ultimate consumption of 
the finished product. As the time and space involved in the economic 
process increase, the roles of organization and management become 
more important and the gearing of production to demand becomes 
more difficult. The economy becomes less stable and its organizations 
larger and fewer. 

Politics is the art of achieving group ends against the opposition 
of other groups. The diversity and frequent inconsistency of human 
ends leads to intergroup conflicts and to efforts by each group to in- 
crease its power in order to overcome the obstructions of others. Co- 
operation of two or more against a common enemy is often the easiest 
way for each to augment its power. Consequently, politics involves 
a continuing process of coalition to achieve immediate goals and of 
dissolution and realignment as allies discover that they differ on 
the next step. Opposition and co-operation combine in the political 
process, but improvements in the technology of communication 
and war continually increase the size of political organizations and 
coalitions tending toward a bipolarization of power, whether between 
parties in a state or alliances in international relations. A two-party 
state may be stable if both parties place loyalty to the state ahead of 
political victory, but it becomes unstable in proportion as the parties 
become divergent and absolutistic in doctrine, each identifying itself 
with the state. Bipolar international politics is excessively unstable be- 
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cause each group expects war, calculates the influence of time on its 
relative power position, and tends to initiate preventive war as soon as 
it becomes convinced that time is against it. 

Economics and politics, therefore, both tend, with the progress of 
science and technology, to larger and more integrated organizations. 
While this process expands co-operation in time and space, it develops 
conditions of decreasing statistical stability in the world. A certain 
degree of tension and instability is doubtless a cause of progress, but 
too much is the cause of war and revolution. Economics and politics 
are alike in tending, if unchecked by one another, to increase tensions 
beyond the danger point. 

Economics and politics differ, however, in that economic organiza- 
tions oppose the niggardliness of nature, and political organizations 
oppose the obstructiveness of man. The former, it is true, often face 
human opposition because of competition for limited resources or 
markets, but the economic answer is agreement to share or divide. If 
economic competition takes the form of conflict, one organization seek- 
ing to destroy or subordinate the other in order to monopolize the 
resource or market, the activity is properly political and not economic. 
Agreement is cheaper than war, and the essence of economics is econ- 
omizing. Consequently, the economic process tends toward co-opera- 
tion of all mankind to make the most of the limited resources which 
nature offers. That co-operation might, at least theoretically, be effected 
by either central organization or the peaceful competition of many in- 
dependent firms. A universal economic organization directing produc- 
tion, distribution, and consumption for all the world’s people would, 
however, so qualify individual and group freedom of choice that oppo- 
sition would certainly develop and the organization would become 
primarily political. Here, experience amply supports theory. The eco- 
nomic process, therefore, carried to its rational goal, implies the alter- 
native process. Numerous independent firms co-operate to maximize 
the utilization of the world’s resources through peaceful competition, 
maintained by a common law and by enforcement agencies designed 
to prevent any firm from becoming so powerful as to seek monopoly 
and so to become political. Planning for freedom of economic activity 
is the only strictly “economic” planning. What has commonly been 
called “economic planning” is a political rather than an economic 
activity. 

The process of politics, however, tends toward bipolarization. The 
goal of political action is the maintenance of the integrity and achieve- 
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ment of the policies of some group; consequently, costs are forgotten 
and unpalatable allies are accepted when the life of that group is at 
stake. The political process, therefore, tends toward the development 
of two opposing organizations, each trying to subordinate or destroy 
the other. A political organization not faced for the moment by an 
external opposition, as was true of the United States for a generation 
after 1820, tends to divide internally because of the divergence and 
latent conflict among the ends of subgroups, suppressed only when 
the greater danger of an enemy of all is obvious. So long as the ends 
of large groups differ, political unification of the world seems unlikely. 
The divergencies of cultures, religions, historic traditions, and environ- 
mental conditions in different parts of the world suggest that such 
differences will long be with us. The destructiveness of war, even to 
the victor, increasing with advances in technology and organization, 
and the general value to all of enough order to make policies calculable 
encourage a general acceptance of limits, not on the ends of politics 
but on its methods. Such has been the character of political constitu- 
tions in democratic states and of international law, especially of the law 
of war. The limits which these institutions seek to impose on political 
methods cannot, however, be effective unless their maintenance be- 
comes the end of a political group above the contending factions—of 
the state above the parties, of the United Nations above the states. Stable 
politics, therefore, implies a continual process of balancing parallel, 
super-, and subgroups in order to check the trend toward unlimited 
bipolar rivalry. 

The differences of economics and politics suggest to me that world 
stability would be promoted if the two were separated as much as 
possible. Different methods are necessary for maintaining stability in 
the two fields and they cannot be applied if both activities are com- 
bined in the same organization. A totalitarian, and therefore economic, 
state and a monopolistic, and therefore political, corporation are entities 
of extraordinary danger to world stability. Furthermore, an inde- 
pendent world economy can arrest the tendency of politics toward 
bipolarity, and independent states can check the tendency of economics 
toward monopoly. 

There is little evidence that economic concerns increase in productive 
efficiency beyond a certain limited size. Mammoth firms survive be- 
cause of their political power rather than because of their productive 
efficiency. An economic system may, therefore, function efficiently and 
at the same time have statistical stability. To do so, however, it must 
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remain competitive and must confine the activities of its decision- 
makers to economizing in the use of resources for human purposes.. 
This of course implies law adequate to prevent the growth of monopoly 
and political power in business concerns. 

It is clear, on the other hand, that political organizations and alliances. 
increase in power with size. The object of such organizations is to 
increase their power and to destroy statistical stability in order to exer- 
cise power effectively. Technological advances have greatly reduced 
natural barriers to the exercise of political and military power over 
the entire world by any person or group equipped with the gadgets. 
The effort to maintain statistical stability in the political world through 
a balance of power among a large number of relatively small and 
relatively equal states is, therefore, likely to be futile. Such an equi- 
librium has, it is true, maintained stability during considerable periods 
in the past. During these periods, even small states were able, because of 
the stage in military technology, to defend themselves until others came 
to their assistance; great states generally followed the policy of coalesc- 
ing against the overpowerful; and one state was usually in such a posi- 
tion of security and satisfaction (as was Britain, in respect to Europe 
from the sixteenth to the twentieth century) that it could and would 
take the initiative in organizing coalitions to maintain the balance 
of power whenever it was threatened. These periods of stable equi- 
librium were always subject to the cumulative influence of politics. 
and war in gradually eliminating small states and strengthening the 
great, of inventions increasing offensive power, and of the sudden 
action of dynamic personalities and crusading ideologies. They usually 
ended after a few centuries in universal conquest or in general regres- 
sion of civilization because of destructive war and pestilence. With 
advances in technology which have tremendously extended the area 
and speed of attack, which have favored the offensive, and which have 
eliminated the possibility of an invulnerable and disinterested bal- 
ancer, such stability is unlikely in the future. 

Political stability, under present conditions, can only be organiza- 
tional stability, but the value of cultural diversity and of national and 
individual freedom suggests that universal organization be of mini- 
mum centralization, that it be constituted by a complicated system 
of checks and balances. Such an organization, as has recently been 
pointed out by the Secretary General of the United Nations‘ and the 


7 Dag Hammarskjold, “Introduction to Report of the Secretary General to the Eighth Regu- 
lar Session of the General Assembly,” United Nations Bulletin, XV (August 15, 1953), 136 ff. 
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Secretary of State of the United States,* as well as by numerous theoreti- 
cal writers,” should rest on a common law preserving orbits of freedom 
for numerous independent decision-makers and preventing subordina- 
tion of all decision-makers to one. It should be a government of law 
and not of men. Clearly a bipolarization of political and military 
power works against such a regime of law. Neither a world police 
force nor an organized system of collective security can maintain law 
against half the world. 

It is clear that a common law among nations cannot exist unless the 
nations with all their diversity have some standards in common. A 
preference for order rather than disorder, a preference for pacific 
settlement rather than war, a preference for the dignity of man rather 
than the power of the state, and a preference for the opportunity to 
develop values rather than to impose them on others whose values 
differ seem minimum requirements. Some such values must be accepted 
generally if international law is to be viable. 

Most of the nations of the world have professed allegiance to these 
values in ratifying the United Nations Charter. They have acknowl- 
edged also rules of international law both by custom and by convention 
which maintain these values. They have established a potentially uni- 
versal organization to enforce that law in practice. At the same time 
they have set up agencies of economic regulation designed to stabilize 
economic conditions, to prevent economic organizations from exercis- 
ing political power, and to maximize the opportunity of such organ- 
izations to develop the world’s resources in peaceful competition. 

If space permitted, I should have liked to illustrate my meaning more 
concretely by analyzing some of the issues on which the public in this 
country is now trying to make up its mind, such as the proposed con- 
stitutional amendment on the treaty-making power, the continuance of 
the reciprocal trade-agreement program, the status of the members of 
the United Nations Secretariat, and the proposed conferences on the 
Far East and on Germany. 

If our policy is political stability within the United Nations, I am sure 
it is dangerous to both the balance of our constitution and world 
stability to augment the power of Congress in the making and appli- 
cation of treaties. Congress is necessarily motivated to a greater extent 





8 John Foster Dulles, “Address to American Bar Association, Boston, Massachusetts, August 
26, 1953, Department of State Bulletin, XXIX (September 7, 1953), 310. 

9F. S. C. Northrop, The Taming of the Nations (New York: The Macmillan Co., 1953); 
H. Lauterpacht, International Law and Human Rights (London: Stevens and Sons, Ltd., 1950); 
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than the executive by parochial values and fluctuating opinions in the 
United States, and is necessarily imperfectly informed on the values 
and opinions of other nations. International law cannot develop unless 
treaties, which are its growing point, are negotiated with due consider- 
ation of the national values of all the parties and of the requirements 
of a stable and progressive world, and unless, once made, they are 
applied in good faith by all the parties. We had sad experience with 
Congressional conduct of foreign relations and the freedom of the 
states to ignore treaty obligations under the Articles of Confederation. 
The Constitution was a response to this experience, but the proposed 
Bricker amendment would be a step back toward the Articles. 

Economic activity cannot contribute to the stability of the world 
unless it can emancipate itself from its current subordination to inter- 
national politics and unless trade can easily cross state boundaries in 
order to economize in the use of world resources for human benefit. 
The American reciprocai-trade-agreement program of the last twenty 
years has been a symbol that the United States believes, at least in 
theory, in this doctrine. 

The United Nations cannot function in the interest of international 
peace and security unless its officials are free, as the Charter says they 
must be, from the political pressure of any member state. Congres- 
sional investigations, seeking to impose American standards of civic 
loyalty on American citizens in the Secretariat, constitute such pressure. 

The United Nations cannot function in the interest of world stability 
unless all the substantial political forces of the world are represented 
in it, as was indeed pointed out by Mr. John Foster Dulles before he 
became Secretary of State.’ The absence of the larger part of China, 
of Germany, of Japan, and of Italy from its General Assembly is to be 
deplored. A policy aimed at stability rather than at the augmentation 
of American power would give a place of high priority to the rectifica- 
tion of this situation in any negotiations between the United States 
and the Soviet Union. 

American opinion, discouraged by the prolongation of the Korean 
hostilities, by the intransigence of the Soviet Union, by the incapacity 
of the United Nations to solve all the world’s problems immediately, 
by the inflammatory propaganda of domestic witch-hunters, and by 
the uncertain consequences of the atomic bomb, has tended to with- 
draw into a shell of self-righteousness as it did after the First World 
War. It has tended to forget that the world is getting smaller, that 

10 John Foster Dulles, War or Peace (New York: The Macmillan Co., 1950), p. 190. 
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we cannot escape it, and that if it blazes into a new fire, our civilization 
will be among the ashes. More thought on the forms of stability, both 
feasible and desirable; on our traditions, in such large measure incor- 
porated in international law and the United Nations Charter; on our 
commitments to human dignity, economic opportunity, and political 
security throughout the world; and on the relation of economic and 
political conditions to stability might assist the government in dealing 
with the difficult problems that face it. This would be especially true if 
that thought reduced the quantity and increased the sanity of influen- 
tial public utterances. We have a government of public opinion, but 
no one can expect a government to work in the international field 
today unless the public comprehends the broad outlines of the world 
as they really are, appreciates its own limited competence to know the 
changing details, and permits the government a wide discretion to 
pursue policies and conclude negotiations within the processes of the 
law and toward accepted long-run objectives. 


Quincy Wraicut, University of Chicago 





Communications and Trade: 
The Atlantic in the Seventeenth Century 


N THE first half of the seventeenth century the northern mercan- 

tile nations of Europe followed Spain and Portugal in flinging their 
commercial frontiers westward to the New World. By the end of the 
century they had surpassed the Iberian nations in western trade and 
made of the Atlantic basin a single great trading area. Their economic 
enterprises created not only a crisscrossing web of transoceanic traffic 
but also a cultural community that came to form the western periphery 
of European civilization. The members of this community were widely 
separated, scattered across three thousand miles of ocean and up and 
down the coasts of two continents. But the structure of commerce 
furnished a communication system that brought these far-flung settle- 
ments together. The same structure proved to be a framework upon 
which certain important elements in colonial society took form. My 
purpose is to sketch certain characteristics of the Atlantic colonies in 
the seventeenth century which relate to these social consequences of 
commercial growth. 

The formative period of northern Atlantic trade was the second 
third of the seventeenth century. In those years there were important 
commercial developments on the American continent by the English, 
the Dutch, and the French; but the swiftest advance took place in the 
Caribbean. “After 1625,” A. P. Newton writes, “swarms of English 
and French colonists poured like flies upon the rotting carcase of 
Spain’s empire in the Caribbean, and within ten years the West Indian 
scene was changed forever.”* The Lesser Antilles became a battle- 
ground of the expanding European empires. The island of St. Chris- 
topher in the Leewards was jointly possessed by the French and Eng- 
lish; Barbados, Nevis, Antigua, and Montserrat were indisputably Eng- 
lish; Guadeloupe and Martinique were French; and Curacao, St. Eus- 
tatius, and Tobago were in the hands of the Dutch. 

The feverish activity that lay behind these developments resulted 
from the belief of numerous Europeans that wealth could be readily 
extracted from the places in the New World with which they were 
acquainted. But for every success there were a dozen failures. Hopes 


1 Arthur P. Newton, The European Nations in the West Indies, 1493-1688 (London: 
A. and C. Black, 1933), p. 149. 
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were held for commercial designs that strike us now as ill-conceived, 
even stupid. Yet to contemporary merchants, cautious men who built 
fortunes on their ability to judge investments shrewdly, they were at 
least as promising as the schemes that succeeded. 

Remarkable only for its subsequent fame but typical in its results 
was the Plymouth Company’s colony at the mouth of the Sagadahoc 
River in New Hampshire. Behind the failure of this venture lay the 
belief that exploiters of North America, like those of Asia, had only 
to build coastal trading factories, to which throngs of natives would 
haul precious piles of goods to exchange for tinkling bells and snippets 
of bright cloth. English merchants invested approximately £15,000 
in the Lynn Ironworks, which collapsed within two decades of its 
promising start in the early 1640’s. At least three major fur companies 
foundered on the belief that the heartland of American pelts lay in 
the swampy margins of a mythical “Great Lake of the Iroquois,” from 
which were supposed to flow all the main rivers emptying into the 
Atlantic. The Virginia settlements after the mid-twenties gradually 
gained a solid economic base, but only after a decade and a half of con- 
tinuous failure. In the Caribbean islands, experimentation in all sorts 
of commodities preceded and accompanied the development of sugar 
as a staple crop. 

Patterns of trade were established, of course, around the poles of 
successful economic ventures, and it was, therefore, only after the broad 
wave of failures had receded, leaving behind clear indications of 
natural possibilities, that the commercial system in its familiar form 
became evident. 

The result was a network of trading routes woven by the enterprises 
of merchants, shipmasters, and colonists representing all the leading 
mercantile nations of western Europe. The character of each nation’s 
involvement in the web of traffic was determined largely by the re- 
sources it controlled and its place in European affairs. Holland’s con- 
centration on the carriage of other nations’ goods shaped its position; 
the commerce of France came to rest upon Canadian furs and West 
Indian sugar; England’s position was determined by the very variety 
of her colonial products and of the interests of her merchants. 

The form of England’s commercial system was an interlocked group 
of irregular circles linking the fixed points of port towns in the British 
Isles, Newfoundland, the American mainland, the West Indies, the 
Wine Islands, and the continent of Europe. Outward from the larger 
ports in the British Isles flowed shipping, manufactures, and invest- 
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ments in colonial property, the enhanced value of which returned as 
colonial products to be sold at home or abroad. No important part of 
this flow was self-sufficient. Merchants in the colonies, who profited by 
injecting into the flow goods of their ownership which would be carried 
one or more stages closer to the ultimate resolution, became important 
agents in maintaining the efficiency of this mechanism. Their com- 
merce was not independent, and if it appeared to be so to some of 
them that was because the efficiency of the system permitted them to 
operate successfully within a limited area. A breakdown in any major 
part of the mechanism affected all other parts. When, at the outbreak 
of the American Revolution, the link between England and her 
colonies was broken, the whole system, in so far as it affected the 
colonial merchants, was destroyed. 

To contemporaries, the commercial system, which we may describe 
in abstract, geometrical terms, was not something impersonal existing 
above men’s heads, outside their lives, to which they attached them- 
selves for purpose of trade. Unconcerned with abstract economic forces, 
they knew that their trade was the creation of men and that the bonds 
that kept its parts together were the personal relationships existing 
among them. 

Overseas commerce in the seventeenth century was capricious. Ar- 
rangements were interminably delayed by the accidents -of sailing. 
Demand fluctuated almost incalculably, as one unforeseen crop failure 
could create a market which the arrival of a few ships could eliminate 
overnight. Reliable factors and correspondents were, therefore, of 
paramount importance, for the success of large enterprises rested on 
their judgment. In such a situation the initiation and continuance of 
commerce demanded deep personal commitments between people sepa- 
rated by hundreds of miles of ocean. How could such commitments 
be made? Not, in these early years, by impersonal correspondences 
between men brought into temporary contact by complementary busi- 
ness needs. The logic of the situation demanded that they follow pre- 
existent ties of blood or long acquaintance. 

To a striking degree first commercial contacts were secured by the 
cement of kinship. Very frequently brothers, sons, and “in-laws” be- 
came the colonial agents of their European relatives. In the middle 
years of the seventeenth century a number of European—especially 
English and French—trading families spread out over the Atlantic 
world. Sons of Londoners seeking their fortunes entered trade in the 
West Indies and drew on their London connections who were them- 
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selves anxious to profit from the importation of colonial goods. Thus 
Richard Povey, brother of the famous London merchant-politician 
Thomas Povey, looked after the family interests in Jamaica, while 
another brother, William, attended to affairs in Barbados. Not infre- 
quently the same family had other relatives on the American mainland 
who joined in the growing enterprise. The Winthrop family, starting 
with representatives in England and Massachusetts, ended with ties to 
Rhode Island, New London and Hartford, Connecticut, Teneriffe in 
the Canaries, and Antigua in the West Indies. Typical of the reports 
by young Samuel Winthrop of his progress in securing the last-named 
contacts are these sentences from a letter of 1648 to his father: 


Captain Clement everet a Justice of peace [in St. Christopher], who being our 
country man and hearing our name vsed me verry Courtiously, and assisted me 
much in my law suites which were there verry many. Justice Froth, who was of 
your acquantance in England (as he informes me), was his Granfather. I haue 
left in his handes my busines in St. Christpors.” 


Jean Bailly of La Rochelle conducted his West Indian trade through 
two relatives in the Caribbean islands, especially Clerbaut Bergier in 
Martinique. But the most complete family commercial system of which 
we have any knowledge is that of the Hutchinsons; it is an almost ideal 
type of this sort of arrangement. 

The Hutchinson family trading unit was based upon the continuous 
flow of manufactures exported from London by the affluent Richard 
Hutchinson to his brothers Samuel and Edward and his nephews 
Elisha and Eliakim in Boston, Massachusetts. They, together with 
Thomas Savage, who had married Richard’s sister, retailed the goods 
in the Bay area and, through middlemen, sold also to the inland 
settlers. They conducted a large trade with the West Indies, sending 
provisions and cattle in exchange for cotton and sugar which they sold 
for credit on London. This West Indian trade of the Hutchinsons was 
largely handled for them by Peleg Sanford of Portsmouth, Rhode 
Island, whose mother was another sister of Richard and who was, 
hence, cousin and nephew of the Boston merchants of the family. Peleg, 
who had started his career as a commercial agent in the West Indies, 
exported their horses and provisions to Barbados where they were sold 
by his brothers, the Barbadian merchants William and Elisha Sanford. 

The Hutchinsons with their Rhode Island and West Indian relations 
formed a self-conscious family group which considered it unfortunate 


2Samuel Winthrop, Fayal, to John Winthrop, January 10, 1648, Winthrop Papers (Boston: 
Massachusetts Historical Society, 1929-47), V, 196. 
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but not unnatural that Edward Hutchinson should go to jail, as he 
did in 1667, as a consequence of his support of his nephew Peleg in 
a law suit. 

Since commerce was so dependent upon personal relationships, the 
weaving of a network of correspondences was greatly facilitated by the 
migrations within the colonial area. Many mainland settlers trans- 
planted themselves to the Caribbean islands and became factors in the 
West Indies for the merchant friends they had left behind. On the 
other hand, several merchants were involved in the movement of 
people among and out of the West Indies, and some of them became 
residents of the continental colonies. Thus, John Parris, a relative of 
the New Englander John Hull, moved from the West Indies to Boston 
where he engaged in large operations in an attempt to stock his Bar- 
bados plantation with slaves. Men who moved south to the Indies or 
north to the continent carried with them friendships and a knowledge 
of affairs in their old home towns which were used in broadening the 
foreign contacts of the colonial merchants. 

A further consequence of the personal nature of commercial ties in 
this early period was the consistency, long before mercantilist legisla- 
tion became effective, with which Frenchmen and Britishers dealt with 
their fellow nationals in trade. Correspondences with foreigners were 
difficult to establish and maintain. To British colonials in this period, 
it seemed that little reliance could be placed on the bonds of French- 
men who desired nothing more than the collapse of the British settle- 
ments in the New World. In long-distance transactions Englishmen 
preferred to deal with their relatives and friends who, if necessary, 
could be brought to law in the British courts far more easily than 
could Frenchmen. Richard Wharton, one of the most enterprising 
colonial merchants of the seventeenth century, failed to extend his 
contacts into the French West Indies because of his inability to secure 
reliable French correspondents. The later enforcement of mercantilist 
legislation was greatly facilitated by this early tendency of overseas 
merchants to favor connections with, if not relatives or old friends, at 
least fellow countrymen. 

Through channels of trade created by personal ties among Euro- 
peans scattered about the Atlantic world flowed not only physical 
commodities but the human communications that related the settlers 
to European life. The orbits of commerce formed by lines drawn be- 
tween the fixed points of correspondents helped shape the character 
of urban development and the structure of society in the colonial 
settlements. 





The Atlantic in the Seventeenth Century 383 





On the American continent, as certain trading centers became poles 
in the primary cycles of trade, others slipped back toward ruralism. 
In the passage of generations the communities involved in the major 
orbits came into closer cultural relations with Europe than they did 
with some of the neighboring backwoods villages. The Boston mer- 
chants’ meeting place in their Townhouse Exchange was in every 
way, except geographically, closer to the “New-England walke” on the 
London Exchange than to the market places of most inland towns. 
Study of any of the continental trading regions reveals the varying 
degrees of provincialism that followed the solidification of the routes 
of commerce. 

In New England, the most important commercial center in North 
America during the seventeenth century, Boston, with its excellent har- 
bor and access to the provincial government and to flourishing agri- 
cultural markets, became the major terminus of traffic originating in 
Europe. With the exception of Salem and Charlestown, the other prom- 
ising mercantile centers of the 1630’s and 1640’s fell back into secondary 
economic roles and relative seclusion from the cultural life of the Atlan- 
tic community. Plymouth, which had been the first trading center east 
of Manhattan, was described in 1660 as “a poor small Towne now, The 
People being removed into Farmes in the Country,” and New Haven, 
whose optimistic merchant leaders had laid out “stately and costly 
houses,” was “not so glorious as once it was,” with its “Merchants either 
dead or come away, the rest gotten to their Farmes.” * This is not to 
say that these essentially rural districts had no trade. On the contrary, 
there were men in the Connecticut River towns and along Long Island 
Sound who managed a considerable exchange of goods; but their deal- 
ings were different from those of the Bostonians. Engaged in secondary 
orbits of trade, they sent small but steady flows of local produce only 
to other American colonies or occasionally to the West Indies. The 
Connecticut River grandees were, like the younger Pynchon, primarily 
landed squires and only secondarily merchants. The few men in the 
small coastal villages who did devote themselves primarily to trade 
operated within a commercial sphere subordinate to that of the Bos- 
tonians and the Dutchmen. 

Life in the inland areas and in the minor ports came to differ signifi- 
cantly from that in the commercial centers in direct contact with 
Europe. While Boston and New York assumed characteristics of British 


3 Samuel Maverick, A Briefe Discription of New England and the Severall Townes therein, 
together with the Present Government thereof ({ca. 1660]; reprinted in Proceedings of the 
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provincial outports and while their leading residents groped for an 
understanding of their place as colonials in British society, towns like 
Scarborough, Maine, and Wethersfield, Connecticut, became models 
of new types of communities; and their inhabitants, restricted in ex- 
perience to the colonial world, came to lack the standards by which 
to measure or even to perceive their provincialism. Fashion, patterns 
for styles of living, and the emulative spirit of provincialism followed 
the routes of trade, which, throughout the colonial world, became 
important social boundaries. 

This fact became particularly evident in the last third of the century 
when national rivalries, both military and economic, required the pres- 
ence of official representatives in the colonies from the home countries. 
These officers, civil and military, settled for the most part in the large 
trading centers, close to the main objects of their supervision. Their 
presence in what might be called the focuses of the primary trading 
orbits had a most important social consequence. These home country 
representatives were quickly surrounded by a number of Europeans 
new to the colonies: men seeking careers in the quickly expanding 
colonial administrations. Customs functionaries, lesser bureaucrats, for- 
tune hunters in official positions—these newcomers, grouped around 
the chief European representatives, came to constitute colonial official- 
dom, which in all the main colonial ports became a miajor social 
magnet for the residents. For not only did it represent cosmopolitan 
fashion and political influence, but, in its access to those who controlled 
government contracts and who wielded the weapon of customs regu- 
lations, it offered great economic opportunities. 

Toward these groups, therefore, moved every colonial with ambition 
and the slightest hope of success. The threshold of officialdom became 
‘a great divide in the society of the commercial towns. Next to this 
principle of association, “class,” in the traditional: European sense, 
was meaningless. In Europe the word “merchant” meant not only an 
occupation but a status and a way of life. In America, where, as Madam 
Knight discovered in her famous journey of 1704, they gave the title of 
merchant to every backwoods huckster,* trade was not so much a way 
of life as a way of making money, not a social condition but an eco- 
nomic activity. Similarly, how could the well-known American mari- 
ner, Captain Cyprian Southack, be prevented from describing himself, 
as he did on occasion, as “gent.” ? ° 


4 The Journal of Madam Knight (New York: Peter Smith, 1935), p. 40. 
5 Calendar of State Papers, Colonial Series, America and West Indies, 1712-1714, 4 520. 
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The limits of officialdom, however, were palpable. No merchant 
would confuse failure with success in obtaining favors from customs 
officials or in gaining contracts for provisions and naval stores. It was 
well worth a merchant’s noting, as Samuel Sewall did in his Diary, 
that he was not invited to the governor’s dinner parties or to the 
extravagant funerals staged by the members of his group.° 

It was as true in the seventeenth century as it is now that the intro- 
duction of an important new social barrier necessarily intrudes upon a 
variety of interests. The advent of officialdom was attended by up- 
heavals throughout the Atlantic world. Wherever we turn in this 
period we find evidence of social dislocation as successful resident 
entrepreneurs came to terms with this important new force in the 
colonial world. 

One of the first successful agricultural districts in Carolina was 
Albemarle County. Behind the barrier of shifting sand bars that 
blocked Albemarle Sound to all but the most shallow-draft ocean- 
going vessels lived, in the 1670’s, approximately 3,000 settlers—farmers, 
coastal backwoodsmen, many of them tough, stubborn refugees from 
better-organized communities. Their one cash crop was tobacco, of 
which they prepared nearly one million pounds a year. This they 
disposed of to northerners on peddling voyages in exchange for the 
commodities they needed. The Navigation Law of 1673 levied duties 
on tobacco at the port of lading, and Albemarle, like all other com- 
mercial centers, was soon visited by a customs collector. The settlers 
resisted, fearing an increase in the price of goods if their tobacco was 
taxed, and they forced the governor to remit to the traders three far- 
things in every penny taken. In 1677 the appointment of an imperious 
collector of customs determined to enforce the law led to a rebellion 
of the settlers headed by one John Culpeper. Until the legal authorities 
could regain control, Culpeper acted as collector, formed a tempo- 
rary government, and barred the royal comptroller and surveyor of 
the customs at Albemarle from the exercise of his office. 

Culpeper’s rebellion, though it was soon quelled and finds little 
mention in American history, was a significant event. It is a simplified 
example of what was taking place throughout the colonies. We do not 
yet have a full account of Leisler’s rebellion which kept New York in 
turmoil for two years. But when we do, it will be found that it was in 
great part the culmination of resentments that accompanied the intro- 


8 Diary of Samuel Sewall, April 13, 1686; June 15, 19, and October 3, 1688; December 8, 
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duction of English officialdom into that province. Leisler’s career, in 
fact, can only be understood against the background of family rivalries 
that grew up around this pre-eminent principle of association.’ Ed- 
mund Andros, famous for his difficulties as the governor of the Do- 
minion of New England, had a less notorious but equally important 
reign as the Duke of York’s governor in New York. In this position 
he precipitated social differences among the merchants who resisted 
when they could not take advantage of his influence. He was finally 
recalled on charges of excessive fee-taking and profiteering. 

The rebellion of 1689, which overthrew his administration of the 
Dominion of New England, divided the northern merchants on lines 
not of ideology but of interests defined by the degree of proximity to 
officialdom. No ideology, no religious belief, no abstract political prin- 
ciple or party loyalty separated the Boston merchants Richard Wharton 
and Charles Lidget, but in 1689 they were on opposite sides of the 
political fence. Lidget ended up in the Boston jail with Andros because 
his connections, inherited from his father who had built the family 
fortune on the timber he sold to the Navy mast contractors, linked him 
to the leaders of the official group. Wharton died in the midst of his 
fight for the removal of Andros whose favor he had been denied. 
The fact that Lidget was one of the founders of the first Anglican 
Church in New England does not indicate a religious or ideological 
orientation different from Wharton’s. The latter, if he was not an 
active Anglican, certainly was not a dissenter. Both men married heiress 
daughters of nonconformist New Englanders. 

In the West Indies the same principle was at work during most of 
the seventeenth century. But toward the end of the century contro- 
versies touched off by the intrusion of officialdom diminished in the 
islands as a consequence of the consolidation of large plantations and 
the growth of absenteeism. The resident nonofhicial population became 
less active politically as the large planters returned to the home coun- 
try, leaving their estates in the hands of managers and agents. But 
battles over the economic benefits of political and social advantage were 
not ended; they were merely transferred to London where they punc- 
tuated the history of the West India interest. 

By the end of the century this principle of association in the commer- 
cial centers was deeply woven into the fabric of American society. 


7 Jerome R. Reich’s Leisler’s Rebellion: A Study of Democracy in New York, 1664-1720 
(Chicago: University of Chicago Press, 1953) came to my attention after the writing of this 
paper. The information it contains bears out the above interpretation. See especially pp. 37-40, 
44, 50-51, 58-59, 70, 71-73, 87, 98, 126, 138-41, 143, 160-66. 
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Its importance did not diminish thereafter. Recently, Oliver Dickerson 
in his book The Navigation Acts and the American Revolution ® de- 
stroyed a number of myths by pointing out the importance of what he 
called “customs racketeering.” From his researches it appears that the 
merchant group was as deeply divided on the eve of the Revolution as 
it was in 1689. Both John Hancock and Thomas Hutchinson were 
leading Boston merchants, but the former was clearly victimized by 
the strategy of the Hutchinson-Bernard clique which controlled the 
channels of prerogative. And in South Carolina, Henry Laurens, prob- 
ably the richest merchant in the southern colonies, whose mercantile 
connections were with the opponents of the King’s Friends, suffered 
equally from the rapacity of the official group. 

Further study of the merchants as a social group may reveal that 
this principle of association, which emerged as an important social 
force when the nations of Europe undertook to draw together the 
threads of trade spun by seventeenth-century entrepreneurs, was a 
major determinant of the movement that led to Revolution. 


BernarD Battyn, Harvard Uniwersity 


8 Philadelphia: University of Pennsylvania Press, 1951. 





Short-Term Economic Fluctuations and the 
Swedish Timber Industry, 1850-1900 * 


I 


HE influence that short-time economic fluctuations in western 

Europe presumably had on the development of the Swedish timber 
trade during the latter half of the nineteenth century must, to an Amer- 
ican audience, seem to be a rather specialized subject, and I think a few 
introductory words giving a background might be useful. 

Up to the middle of the nineteenth century, and even for some 
decades after that, Swedish economic life was so predominantly agrar- 
ian that at least 70 per cent of the total population worked on the land. 
Since the early eighteenth century the population had been increasing 
constantly; from 1720 to 1850 it had almost tripled. Though compara- 
tively large-scale land-clearing had been carried on, the number of 
farms large enough to produce what an average peasant household 
needed to exist and to pay taxes had not increased at the same rate as 
the population. Consequently, there had been a sharp rise in the num- 
ber of proletarian families and, especially in some parts of central 
Sweden, of families with holdings so small that they were, to a very 
great extent, dependent on subsidiary means of livelihood. They 
earned a rather precarious living by working as farm hands during 
the seasons when there was a specially great demand for labor, and, 
during the off seasons, they tried to eke out their income by doing 
various odd jobs as opportunities presented themselves. Though opin- 
ions among Swedish economic historians differ to some extent on 
this point it seems evident to me that, at the middle of the nineteenth 
century, a substantial part of Swedish labor was underemployed and 
had been so for a considerable time. 

For several reasons there was only an insufficient outlet into industry 
for this underemployed labor. The iron industry, which for centuries 
had been—and at that time still was—the only important Swedish 
exporting industry, still used charcoal, not coke and coal, in the pro- 
duction of iron. The cost of production was thus rather high compared 


* The data on the history of the Swedish timber trade contained in this article are derived 
from Swedish Timber Exports 1850-1950. A History of the Swedish Timber Trade, ed. E. F. 
Sdderlund (Stockholm: The Swedish Wood Exporters’ Association, 1952). 
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with the puddling process which had been widely introduced in Great 
Britain early in the nineteenth century. Consequently, the Swedish 
iron industry had been placed in a very difficult position, and ever 
since the end of the Napoleonic Wars, the iron masters had been trying 
to find means of diminishing their costs of production and improving 
the quality of their output in order to be able to compete with the 
British producers. They finally managed to do so, and from the middle 
of the nineteenth century there was a definite expansion in the iron 
industry. Until then it was almost stagnant. 

The rise of industries working for the domestic market was ham- 
pered by the insufficient purchasing power of the great majority of the 
population. As “natural economy” was still—at least to a great extent— 
dominant among the agricultural population, there was little demand 
for consumer goods even among the well-to-do farmers. Industrializa- 
tion was also hampered by the lack of convenient transport facilities— 
railroads did not begin to be introduced until the 1850’s—and by the 
rather underdeveloped organization of the capital market. 

In spite of the fact that Sweden could dispose of abundant supplies 
of raw materials—forests and ore deposits—and of labor, Swedish 
economic life during the first half of the nineteenth century was thus 
stagnant rather than expansive, the only important exception being a 
marked rise in the output of agricultural produce. The standard of liv- 
ing among the masses was decidedly low, probably even lower than it 
had been in the preceding centuries, though it may have risen among 
the land-owning farmers as a result of increasing output, decreasing 
taxes, and the favorable state of the labor market. 

To put the situation, as I see it, in a few words: all the factors for an 
economic expansion were present. What was lacking, and had been 
lacking for a long time, was a demand for the output of an industry 
based on Swedish resources. If it were great enough, such a demand 
would mean the introduction of a decisive new factor in Swedish eco- 
nomic life. It might be expected to give an impetus to economic expan- 
sion even in other fields and thus to constitute a turning point in 
Swedish economic history. 

In my opinion—and, as far as I can see, it can be nothing but a 
matter of personal opinion—this is what the expansion of the timber 
trade from the 1840's to the end of the century meant to Swedish eco- 
nomic life. The timber industry very rapidly became our dominating 
export industry; by 1870 it was more important than all the others 
taken together. It was the first large-scale factory industry in Sweden. 
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Unlike, for instance, the iron industry, it was not in any way hampered 
by outmoded traditions. It offered chances of great profits and could 
thus offer strong inducement for the investment of foreign capital in 
Sweden. And shortly after industrialization had started in the timber 
trade, it spread rapidly to other fields of economic life. Before the out- 
break of the First World War, Sweden was presumably as highly indus- 
trialized as most countries in western Europe. 

The expansion of the timber-exporting industry, which culminated 
at the turn of the century, thus coincided with a very rapid development 
of Swedish economic life in general. Consequently, there were funda- 
mental structural changes in the economic and social background of 
the timber-exporting industry as well as within this industry itself. 
All these changes naturally affected the manner in which the timber- 
exporting industry reacted to economic fluctuations in the markets 
for Swedish timber, which were all to be found in western Europe. 





II 


The history of the Swedish timber trade in the nineteenth century 
may be divided into three main periods: (1) the period of comparative 
stagnation up to the early 1840’s, (2) the period of rapid expansion 
from the 1840’s to the middle of the 1870's, and (3) the period of con- 
solidation from about 1875 to the turn of the century. Roughly, this 
means that the three periods coincided with the well-known periods of 
secular change in the European economy. The most rapid expansion 
took place in the 1850’s and 1860's with a peak in the early 1870's, 
while, during the Great Depression, economic growth was slower 
though steadier. 

As far as I can see, it could not very well have been otherwise. Prob- 
ably at least 80 per cent of the total production of hewn or sawn timber 
was exported. The timber trade must thus have been almost entirely 
dependent on the intensity of foreign demand. And another factor 
influenced the trade in the same direction: especially in those areas 
where the expansion was most rapid, the timber exporters seem to have 
had to rely—at least to a considerable extent—on short-term credit, 
partly foreign, partly domestic. As long as that was so, the industry 
must have been very sensitive to the state of the money markets, espe- 
cially in western Europe where most of the foreign credits were granted 
—or not granted. Much of the borrowed capital was evidently invested 
in sawmills, floating channels, forests, or felling rights; thus, short- 
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term credit was used for long-term investments. This, naturally, con- 
tributed to making it difficult to cut down output even if prices were 
regarded as unremunerative, and fluctuations in the money market 
consequently might be expected to have influenced the trade more than 
did fluctuations of timber prices. 

In some exporting areas, however, there was undoubtedly a great 
elasticity of output. A study of business organization there shows 
that two very dissimilar kinds of factors could lead to this result. Up 
to the late 1860’s a great part of the sawn goods exported from the 
extreme north of Sweden was sawn by peasants and purchased and 
exported by merchants in the coastal towns. This, of course, permitted 
a very rapid decrease of output when prices were low, and a rapid 
increase when they were expected to be rising. In other areas, the 
timber trade, all through the period of expansion, was dominated by 
some few rather large enterprises with ample capital resources, firms 
that either specialized in timber exports or combined timber exporting 
with iron working. They could afford to restrict output when prices 
were regarded as too low, and seemingly quite often did so. Thus, it 
cannot be expected that reactions to changes in the demand for Swedish 
timber or in the conditions in the money market would be similar in 
all parts of the timber-exporting areas or during the whole of the 
period from the beginning of the expansion to the beginning of the 
stagnation at the turn of the century. If the trade statistics are broken 
down, they clearly indicate that the variations were great. 

The available source material makes it possible to get satisfactory 
information on the volume of exports from all the forty-odd customs 
districts along the coast, permitting a quite detailed study of local 
variations. From the middle of the 1860’s, furthermore, annual reports 
of the various exporting firms have been preserved for some of the 
customs districts, and from the late 1870’s there is an almost unbroken 
series of such reports covering nearly all customs districts. In the 
archives of the sawmills, or of the pulp- and paper-mills that have suc- 


ceeded them, a gigantic amount of primary material is preserved; in 
several cases all accounts and most of the correspondence for a hundred 
years or more are to be found in a more or less disorganized state. 
It would thus certainly be possible to do some very detailed research 
into the entrepreneurial history of the Swedish timber trade, but this 
work has hardly begun as yet. However, by applying a kind of rather 
haphazard sampling method to the most easily available material in 
entrepreneurial archives in various parts of the timber-exporting areas, 
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my collaborators and I have endeavored to arrive at some conclusions 
regarding the most fundamental facts, such as management, business 
organization and finance, contacts with business organizations abroad, 
marketing, acquisition of raw materials, transport, etc., and thus to 
construct a basis for combinations of known facts of economic change 
with reactions to them among the exporters. 





Ill 


It is quite evident that the very rapid expansion of the Swedish tim- 
ber exports which started in the 1840’s was caused by the successive 
reduction of the British timber duties inaugurated in 1842. From 1842 
to 1846 exports of sawn softwood rose from about 55,000 standards to 
95,000 or by nearly 75 per cent, and exports of hewn timber from 
approximately 20,000 standards to rather more than 50,000 or by some 
150 per cent.” Most of the increase was caused by increased exports to 
Great Britain, and most of it came from northern Sweden, where the 
timber trade up to this time had been hampered by the combination of 
high costs of transport and the British preferential timber duties which 
favored Canadian timber. 

To a great extent this export seems to have been financed by British 
agents and importers, mainly by letting the exporters draw bills on 
them as soon as the goods were shipped or even sooner. This depend- 
ence on short-term foreign credit explains partly why there was such a 
serious setback during the short but rather severe depression in the late 
1840's. Exports of sawn timber fell from 95,000 standards in 1846 to 
60,000 in 1848, hewn timber from 50,000 to less than 30,000; and the 
records of the Bankruptcy Courts tell their own story—certainly not a 
very bright one. : 

The years 1848 and 1849, however, seem to have been a turning point 
in several respects. From then on and up to 1857 there was a definite 
upward trend, only slightly broken in 1853 and temporarily slowed 
down during the Crimean War. The total exports of sawn goods in- 
creased from some 60,000 standards in 1848 to 165,000 in 1857, and the 
export of hewn timber from 30,000 to at least 80,000 standards. And 
the expansion does not seem to have been influenced by the fact that 


1 One standard, that is, one Petersburg standard hundred, is equal to 165 English cubic 
feet of sawn or 150 feet of hewn timber; originally 120 boards, 12 feet long, 11 inches wide,. 
and 1% inches thick; 120 pieces of timber used to be called “one great hundred.” 
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prices fell rather sharply during the second half of 1854 and then stayed 
low until 1857. The decisive factor does not seem to have been the 
prices paid in the importing countries but the state of the money mar- 
ket. As long as sufficient amounts of credit could be had at compara- 
tively low costs, the expansion continued. 

During this period of the expansion, some important structural 
changes seem to have been made in the timber trade in northern 
Sweden—from this time on by far the most important producing area. 
One of them was that several old and established timber-exporting 
firms in western Sweden began to switch over their business activities 
to the producing area in the North, on the coast of the Baltic, where 
enormous amounts of raw material were available at extremely low 
prices. One of the West Swedish merchants, James Dickson of Gothen- 
burg, is said to have acquired several thousand acres of forests there 
for only slightly more than twenty cents an acre. Another innovation 
was that several Stockholm merchants, who until this time had con- 
centrated their activities on financing the iron industry and on export- 
ing bar iron, began to invest rather heavily in the timber trade and 
even to act as agents for the producers in northern Sweden. 

The participation of the merchant houses in the timber trade seems 
to have been of the greatest importance for the ensuing expansion. The 
contacts between the local producers in the far-off regions of northern 
Sweden and the consumers abroad were greatly facilitated. Thanks to 
the long-established business connections between the Stockholm and 
Gothenburg merchants and the banks and merchant bankers abroad, 
credits could be much more easily acquired than before, and the mer- 
chant houses could dispose of the bills drawn on foreign agents and 
importers much more easily than could the producers at the small 
timber-exporting ports in the periphery of the country. From now on, 
producers could invest in sawmills, floating channels, felling rights, and 
so on to a much greater extent than previously. 

As a result there was a considerable increase of production as well 
as a rise in quality and thus in competitive ability; in my opinion the 
fact that Sweden had merchants ready to participate in the timber 
trade, and Finland had not, to some extent explains why the expansion 
of the timber trade was so much more rapid in Sweden than in Fin- 
land. But on the other hand it made the industry extremely sensitive 
to changes in the money market, since a great part of the money in- 
vested in plants, forest, and transportation facilities seems to have been 
acquired in the form of short-term credits. 





394 E. F. Soderlund 


This may explain why the crisis of 1857 had such catastrophic effects 
for a great number of the entrepreneurs in the timber trade and even 
for a few of the credit-providing merchant houses, though it had little 
immediate effect on output, and prices fell by only some 1o per cent. 
Not until 1858 did exports decrease and then only by some 15 per cent; 
most of this decrease was caused by a sharp decline of output in areas 
where the pre-boom type of business organization still predominated. 

As soon as the acute crisis was over, late in 1858, the expansion recom- 
menced, and, with only a rather slight setback in 1866, exports in- 
creased steadily and uninterruptedly up to 1872. From a starting point 
of some 240,000 standards in 1859, the exports of sawn and hewn timber 
reached a total of more than 680,000 standards in 1872. 

Again the expansion appears to have gone on rather independently 
of timber prices in Great Britain and France, where some 70 per cent 
of the Swedish timber was marketed. From 1859 to 1869 price quota- 
tions in London fell by some 25 per cent; during the same period 
f.o.b. prices in northern Sweden seem to have fallen by about 10 per 
cent. Production seems to have slowed down in Finland, Russia, and 
Prussia; and the expansion of the Norwegian timber trade culminated 
in the early 1860's. Prices received by Swedish producers were quite 
definitely not very remunerative, but apparently they were high enough 
to permit quite substantial profits for those who provided the capital, 
and that must have been a strong inducement to new investments in 
the Swedish timber trade with its enormous unexploited resources of 
virgin forests, its newly acquired reputation for good quality, its re- 
cently improved floating channels and other transport facilities, and its 
low costs of skilled labor. 

The effects of the crisis in 1866 were rather similar to those of 1857, 
although, this time, they also led to a number of bankruptcies among 
the merchant houses, especially in Stockholm. The enterprises in the 
timber trade were, however, reconstructed as soon as credits became 
more readily available again, and the expansion could recommence 
with fresh capital to back it. 

From 1869 to 1874 timber prices in the West European markets rose 
by some 50 per cent, in the Swedish exporting areas by 50 to 75 per cent. 
The profits made by the producers were substantial, since the costs of 
production did not rise by nearly so much. In the enterprises whose 
records I have studied, most of these profits were plowed back into 
the business, not distributed among the partners or the shareholders. 
Though several of the merchant houses and many of the sawmills were 
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severely hit by the depression in the late 1870’s, this crisis enabled many 
of them to get rid of the rather expensive credits on which, until then, 
they had been dependent. Under various disguises the rates of interest 
previously could amount to a total of 10 to 12 per cent or even more, 
and thus it must have been a great advantage to the producers not to 
be compelled to resort to this kind of credit any longer. 

In the 1850’s up-to-date banking had been introduced into Sweden, 
and in the 1860’s it had developed very rapidly. From the early 1870's 
Sweden can be said to have had a money market that was quite as 
efficiently organized as those of most countries in Europe, with the ex- 
ception of Great Britain. In the same decades, but especially in the 
early 1870's, corporations were, to a very great extent, substituted for 
the partnerships which until then had been predominant in the Swed- 
ish timber trade, and several of the small exporting firms in northern 
Sweden were merged into larger concerns. The rapid economic devel- 
opment, especially during the boom around 1870, had also favored 
capital formation. There had thus been a gradual but quite rapid 
change in the economic and social environment of the timber industry 
and very important changes within that industry itself. 

The ensuing consequences are easily recognized. The Swedish timber 
industry was by this time the biggest in the world and technically prob- 
ably the most up-to-date. Its financial basis had also become much 
more stable, and it seems to have been much less sensitive to fluctua- 
tions in the money market which, by the way, were not, even in 1879, 
as violent as they had been at some occasions during the previous period. 
Thanks to this and to its dominating position in the European timber 
trade during the last two decades of the nineteenth century, the Swed- 
ish timber industry could also master marketing difficulties with much 
greater ease than at any time before or after this period. 


IV 


In my opinion it is important to keep these structural changes in the 
Swedish timber industry and complementary activities in mind when 
trying to explain the general trend of the timber prices from 1879 to 
the beginning of the new century. Up to 1903 there is a widening gap 
between Sauerbeck’s index of general prices and his index of prices of 
sawn timber, and investigations made into other kinds of price material 
have given the same result: up to 1903 there was a marked relative rise 
in timber prices, interrupted only in 1881, 1883, and 1891-1892. 
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The simplest explanation of this fact is undoubtedly that demand 
for timber increased more rapidly than production; in any case there 
certainly was no general rise in quality that might explain the rise 
in prices. 

The pertinent question to be answered seems to be: Why did not 
the favorable state of timber prices lead to an increase in production 
corresponding to the increase of demand? That this did not happen in 
producing countries other than Sweden may be explained easily. The 
Russian forests were to a great extent as yet inaccessible, since the trans- 
port facilities were quite inadequate; the railroads which were to con- 
nect the forest resources with the ports were being constructed but 
were far from finished. The rapidly expanding German market ab- 
sorbed most of the exports from Austria-Hungary and a great part of 
those from Poland. The Finnish timber exports were expanding apace, 
but the output was not sufficient to cover the increased demands in 
western Europe. The Norwegian forests had already been thoroughly 
exploited, and her output was decreasing. The United States offered 
an expanding market for Canadian timber. Only Sweden seems to 
have been in a position to increase her output to any considerable extent. 

That she did not was, in my opinion, mainly due to the structural 
changes I have just outlined and to an ensuing change of business 
policy. The early exporters, who were largely dependent on short-time 
credits, aimed at quick profits by exploiting the virgin forests in north- 
ern Sweden. The new type of enterprise which gradually came to super- 
sede them and to dominate the trade had sufficient capital resources and 
long-term credits to acquire their own forests and to invest considerable 
sums in plants and transport facilities, and they aimed, as a rule, at 
long-time business activities, not at speculative profits. To my mind 
there seems to have been even a fundamental change of outlook, of 
objective. The perpetuity of the enterprise rather than temporary 
profits gradually became more important to the managers. And these 
new types of enterprise were in a position to reduce output when prices 
were regarded as too low to cover expenses for production and reforesta- 
tion. This last consideration is of great interest in this connection; re- 
forestation was very seldom mentioned by the early entrepreneurs. In 
any case, the period of steadily increasing output from 1849 to 1872, 
an expansion when price movements seem to have been almost dis- 
regarded by the producers—though they certainly were profoundly 
interested in them—was followed by a period with very different char- 
acteristics. This later period, covering more than twenty years, was 
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characterized by an increasing facility in adjusting output to price 
movements even though restriction of output usually lagged about one 
year behind a fall in prices, and the peak of exports often was reached 
some year or two before the prices arrived at their maximum.” 

During the 1890’s the average annual increase of Swedish timber 
exports amounted to only 1.5 per cent; the corresponding figure for all 
other European timber-exporting countries probably amounted to at 
least twice as much. Evidently serious competition was developing, 
chiefly from Russia and Finland. At the time when the timber trade 
of these two countries entered their most expansive stage, however, the 
first exploitation of the Swedish forests was almost finished. With 
few exceptions the mature forests had been cut at least once since the 
beginning of the period of expansion. The problem was now to keep 
down the period of forest rotation by finding a remunerative way of 
using the timber of smaller dimensions. From the late nineteenth cen- 
tury, one forest-owning sawmill after another went over to combining 
sawmilling with pulp-producing plants, and wk. n, after the turn of the 
century, the gap between timber prices and the general price level 
began to close again, Swedish timber exports had just reached their 
maximum. The mature forests thus seem to have been exploited to 
great advantage during a period when timber prices were unusually 
high and during what I have called the period of consolidation, with 
a very high degree of foresight and good judgment. 


E. F. S6pERLUND, Economic History Institute, Stockholm 


2It must be borne in mind, however, that factors other than the structural changes men- 
tioned above must have contributed to facilitating the attainment of a higher degree of elas- 
ticity of output, one of the most important probably being the fact that, due to a general im- 
provement of sawmilling and transporting technique, the periods of production could be 
shortened. 





Land Tenure and Related Sectors of the 
Balkan Economy, 1600-1800* 


Y THE end of the sixteenth century, the tendency in the Ottoman 

Empire toward the expansion of timariote properties or military 
fiefs is reversed, and quasi-private properties begin again to acquire 
ascendancy in the Balkans. To understand the process of reversal, one 
must bear in mind the separation of the properties administered by the 
timariote into two distinct categories, the raya-ciftlik and the hassa- 
ciftlik. The raya-ciftlik was the property over which the peasant tenant 
had rights of usufruct. The Aassa-czftlik was the private farm or “pro- 
prietary nucleus” of the timariote. Slowly the timariote expands his 
hassa-ciftlik at the expense of the raya-czftlik. This is possible because 
certain peasants become indebted to timariotes, others sell their right 
of usufruct, some leave no legal heirs behind them," and others abandon 
their lands to escape plague or famine or to avoid a census, the collec- 
tion of taxes, or armies on the march. 

The state, furthermore, faced with irritating problems of monetary 
devaluation and inadequate revenues for the satisfactory functioning of 
an immense bureaucratic apparatus, is bribed on frequent occasion into 
legalizing the right of heredity to a timar as a specific property rather 
than mere title and into transforming many timars into civil holdings, 
private or mulk property, mdlikdne or life-lease farms, and family 
wakfs or theoretically pious foundations, free from the threat of con- 
fiscation. Timars or benefices are thus extended to chamberlains, im- 
perial secretaries, viziers, sultanas, women of the seraglio, imperial 


* The research for this paper was largely made possible by the generosity of the Centre Na- 
tional de la Recherche Scientifique (France). I have already entertained the subject of land 
tenure in the Balkans in somewhat different form in “L’Economic balkanique aux XVII® et 
XVIII® siécles,” unpublished doctoral dissertation, University of Paris, 1952. 

1 Vladislav Skari¢, “Iz proSlosti Bosne”’ (“From the past of Bosnia’), Godisnjak istoriskog 
drustva Bosne i Hercegovine (hereafter referred to as Godisnjak), I (Sarajevo, 1949), 8; Nedim 
Filipovi¢é, “‘Carska zapovijed BeSaretu” (“Imperial order to BeSaret”), Glasnik zemaljskog 
muzeja u Sarajevu, new series, I1V-V (1949-50), 291. On the subject of the monetary and 
bureaucratic difficuties of the Ottoman Empire, cf. Josef Freiherr von Hammer-Purgstall, 
Histoire de l’empire ottoman depuis son origine jusqu’a nos jours, trans. from German by J. J. 
Hellert (Paris: Bellizard, Barthés, Dufour et Lowell, 1835-43), X, 450-54; Fernand Braudel, 
La Méditerranée et le monde méditerranéen a l’époque de Philippe II (Paris: Armand Colin, 
1949), pp. 418-19, 1043-44; Johann Wilhelm Zinkeisen, Geschichte des osmanischen Reiches 
in Europa (Hamburg-Gotha: F. Perthes, 1840-63), III, 763-805. 
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dwarfs and mutes, townspeople and farmers, hardly any of whom en- 
gage in military pursuits.” 

The feudal or timariote army, able to furnish 130,000 mounted Euro- 
pean and Asiatic troops in the early half of the sixteenth century and 
mustering a maximum of 230,000 before the end of the century,’ 
steadily declines thereafter. In the eighteenth century, it is hardly able 
to mobilize 50,000 timariotes and retainers.* During the same period, 
the Janissary corps grows in number, attaining a total of 400,000 Janis- 
saries and aspirants toward the end of the eighteenth century. The 
number of Janissaries the state can muster, however, steadily declines, 
ultimately reaching a low of 20,000.” 

As the number of Janissaries increases and the real wage of Janissaries 
declines, the members of the corps turn toward artisan vocations, sup- 
plementing their meager military pay with earnings from manufactur- 
ing and commercial activities.° Paradoxically, however, the growth of 
a para-military artisan class is paralleled by a general demographic 
decline. Between 1600 and 1700, the cities of Constantinople, Adri- 
anople, Sarajevo, Skoplje, Novi Pazar, Belgrade, and Banja Luka, ex- 
perience a loss of population. Between 1700 and 1800, there is a slight 
demographic recovery, but this involves only an increase of the Ortho- 
dox urban population, while the Islamic element remains stationary or 
declines.’ 


2H. A. R. Gibb and Harold Bowen, Islamic Society and the West, 1, Islamic Society in the 
Eighteenth Century (Oxford: Oxford University Press, 1951), 188, 253, 255; Braudel, p. 639; 
Hammer-Purgstall, VIII, 44-46. 

3 Braudel, p. 639. 

4 Gibb and Bowen, I, 52, 254. 

5 Zinkeisen, VI, 27. 

6 Hamdija KreSevljakovi¢, ‘““Gradska privreda i esnafi u Bosni i Hercegovini” (“Urban indus- 
try and crafts in Bosnia and Herzegovina’), Godifnjak, I (1949), 170; [Louis-Auguste] Félix- 
Beaujour, Tableau du commerce de la Gréce, formé d’aprés une année moyenne depuis 1787 
jusqu’en 1797,1 (Paris: Impr. de Crapelet, year VIII), 52; Gibb and Bowen, I, 285, 295. 

7 Aleksandar Solovjev, “Nestanak bogomilstva i islamizacija Bosne” (‘“The disappearance 
of Bogomilism and the Islamization of Bosnia’), Godis‘njak, I (1949), 65; Zinkeisen, V, 1573 
Amédée Chaumette des Fossés, Voyage en Bosnie dans les années 1807 et 1808 (Paris, 1822), 
pp. 33, 42; Tihomir R. Djordjevié, Srbija pre sto godina (Serbia a hundred years ago) (Bel- 
grade: Prosveta, 1946), pp. 153-54; Fehim Bajraktarevi¢, “Uskiib,” Encyclopédie de I’Islam, 1V 
(Leyde-Paris, 1934), 1110-11; Ami Boué, Recueil d’itinéraires dans la Turquie d'Europe 
(Vienne: W. Braumiiller, 1854), I, 211; Braudel, pp. 271-72; French Ministry of Foreign 
Affairs, Correspondance politique des consuls: Adrianople, I (1860-61), f. 135, letter of Tissot, 
French consul at Adrianople, dated October 8, 1860; Lujo Vojnovi¢é, Dubrovnik i osmansko 
carstvo (Dubrovnik and the Ottoman empire) (Belgrade: DrZavna Stamparija, 1898), 1, 89; 
Bibliothéque Nationale (Paris), Fonds fr. 7176, Estat des places que les princes mahométans 
possédent sur les cétes de la Méditerranée, I, 10-12. The outstanding example of urban growth 
in the period of general urban decline is Bitolj or Monastir, linked in the eighteenth century to 
the expanding commerce of Salonika, Durazzo, and Vienna. 
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In the late eighteenth century, Janissaries and their families in 
Salonika number 28,000 to 30,000 individuals among a total population 
of 60,000.° A similar situation exists in all large Ottoman cities. Of prime 
significance is the fact, however, that the number of urban consumers 
declines at the very moment that the number of soldier-artisans rises. 
Simultaneously, the formerly tolerable relations between non-Moslems 
and Moslem artisans worsen,’ the more so as the Eastern Orthodox 
urban element begins to grow and offer unexpected competition to the 
Janissary craftsman. 

Confronted with a growth in the number of producers and a decline 
in the number of urban consumers, Janissaries divert part of their in- 
vestments to the land. Janissary agas, promising peasants “protection” 
against tyranny, tour the countryside of South Serbia, Bosnia, and 
Herzegovina, and oblige the raya to accept loans in return for which 
they demand receipts. On the basis of these receipts, they ultimately 
acquire numerous peasant property leases.”° 

In the Morea, the aga, extending a loan to a peasant unable to pay 
his taxes, requires repayment at harvest time in specified quantities of 
certain commodities, such as silk, olive oil, or grain. In such a trans- 
action, the peasant contracts to make a future delivery of goods, the 
real or market value of which is far in excess of the loan or advance 
payment that he receives. If the peasant is unable to pay his burden- 
some debt, his properties are transferred to his creditor.”* 

The shift of capital to the land is also frequent among the wealthier 
urban element, the class of provincial notables known as ayans, who 
control the civil and financial administration of the towns and, in 
collusion with venal imperial officials, similarly acquire the properties 
of destitute or overtaxed peasants and convert fiefs into private and 
wakf properties.” 

To integrate their frequently disconnected land possessions and 
widen their economic power, the new landlords resort to the use of 
armed irregulars or kirjalis,’* partly driven to banditry or service as 

8 Félix-Beaujour, I, 52. 

8 Gibb and Bowen, I, 285n, 289. 

10 Matija Nenadovi¢é, Memoari (Memoirs) (Belgrade: Prosveta, 1947), pp. 42-43. 

11 Archives Nationales (hereafter referred to as Arch. Nat.) (Paris), Affaires Etrangéres BUI, 
415, Observations sur la Morée, memoir attached to the letter of Butet, dated January 25, 1786. 

12 Gibb and Bowen, I, 198, 256-57. 

13 Richard Busch-Zantner, Agrarverfassung, Gesellschaft und Siedlung in Stidosteuropa in 
besonderer Beriicksichtigung der Tiirkenzeit (Leipzig: Otto Hassarowitz, 1938), p. 68; Ibrahim- 
Manzour-Efendi (Alphonse Cerfberr), Mémoires sur la Gréce et l’Albanie pendant le gouverne- 


ment d’Ali Pacha (Paris: P. Ledoux, 1827), pp. 343-47; review by M. Fougéres in Mélanges 
d’histoire sociale (1942), I, 118-19, of Herbert Wilhelmy, Hochbulgarien, 1, Die landlichen 
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irregular troops by the decline of a sufficient home market for urban 
production. Possessors of such armies, the new landlords become a 
political power. The BuSatly family of Albania, acquiring the dignity 
of pasha in the sandjak of Scutari in 1752, thus maintains this honor 
within the family until 1832."* In Anatolia, derebeys or lords of the 
lowlands, having constituted private armies of their own, become 
between 1750 and 1815 the official, if not always loyal, representatives 
of the central government.”’ The rise of the four deys of the pashalik 
of Belgrade, advocates of the extension and integration of the proper- 
ties of Janissary landowners in Serbia, the revolt of Pasvan-Oghlu, and 
the ambition of Ali Pasha of Janina similarly justify the usual charac- 
terization of the period 1794-1813 as the “kzrjali-times,” although in 
reality the kzrjali-times begin at least several decades earlier and last 
until 1840. 

While western Europe feels first the impact of the Enlightenment 
and then of the French Revolution, the Ottoman Empire witnesses a 
revolution born of the attempt to diffuse a crude para-military internal 
“colonialism.” The colonialist spirit, not confined to any single nation- 
ality, is nonetheless strikingly prevalent among Albanians. Indeed, the 
Albanian “diaspora” of the late seventeenth, eighteenth, and nineteenth 
centuries (having its beginnings already in the fourteenth century) 
covers the length and breadth of the Balkan peninsula and extends 
into the Mediterranean.”® 

The rise of a typically colonial institution known as ¢if#lik fortifies 
our belief in the emergence of a militant pastoral-agrarian colonialism 
having, in the beginning, primarily a pastoral basis. The term ¢cif#lik 
originally referred to the acreage of land that could be plowed in 
one day by a pair of oxen.” It was thus a counterpart of the Byzantine 
zeugarion or German Joch and Morgen. As early as Aini Ali Mueddin- 
zade’s codification of feudal laws and decrees in 1609 or 1610, however, 
the term “¢c7fz/zk” is used to refer to the large agricultural estate whose 
growth and partial transformation into quasi-private property we have 


Siedlungen und die bauerliche Wirtschaft (Kiel: Schmidt & Klaunig, 1935); Institut scien- 
tifique de l'histoire du peuple macédonien, Documents turcs pour l'histoire macédonienne, 
1800-1803 (Skopje, 1951), pp. 11, 19, 23, 27, 35-36 (text in Slav-Macedonian, documents in 
Osmanli, summaries in French). 

14 Georg Stadtmiiller, Geschichte Stidosteuropas (Munich: R. Oldenbourg, 1950), p. 346. 

15 J. H. Mordtmann, “Derebeys,” The Encyclopaedia of Islam, 1, Part II (1911-13), 945-46; 
Gibb and Bowen, I, 193-94; Stadtmiiller, pp. 345-46. 

16 Jovan Cvijié, La Péninsule balkanique (Paris: Armand Colin, 1918), pp. 112-26; Arch. 
Nat. (Paris), Af. Etr. B!. 906, letters from French consular agents in Morea, 1779-1784, passim. 

17 Busch-Zantner, p. 81; Omer Lath Barkan, “Cifluk,” Godisnjak, Il (1950), 288. 
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already noted. By the mid-seventeenth century, we find concrete evi- 
dence of the existence of the ¢7f#lzk as a social institution in the refer- 
ences of the Turkish voyager and administrator Evliya Celebi to cifelik- 
type structures in Bulgaria.”* 

While presenting several variations, the csfélzk comprises a manor 
formed by two adjoining several-storied buildings, the selamlik or 
abode of the lord or his agent and the Aaremlik or residence of the 
women. Subsidiary structures on the site of the manor are the male and 
female servants’ quarters, the stalls for the animals, a bakery, and a 
smithy. At some distance from this structural complex are the low 
pitiful clay huts of the peasant, perched on piles and covered with a 
cone- or pyramid-shaped roof of straw. Frequently the manorial com- 
plex is separated from the dwellings of the peasants and protected 
against the incursions of unfriendly lords and kerjalis by a stone wall 
enclosure having a tower and observation post at each corner.”® 

The czft#lik marks the transition from a social and economic struc- 
ture founded upon a system of moderate land rent and few labor serv- 
ices to one of excessive land rent and exaggerated service. As proprietor 
of a ¢zftlik-village, the new landlord requires that his peasants share 
their production with him and normally receives half of their produce 
after the payment of the land tax to the state. Field, transportation, and 
other labor services supplement the newly augmented rent in kind 
given to the landlord.” 

Legally although not always practically tied to the land, the peasant 
of the sixteenth century flees to the city or mountain. In the seven- 
teenth century, long stretches of fertile country in the Balkans and 
Anatolia lie untilled, numerous lowland villages have disappeared.” 
The labor force that the new landlord requires is lacking. Wherefore, 
one imagines, his original need for armed troops—to repeople the coun- 
tryside by force if necessary. 

The ¢rfzlik-village spread by the end of the eighteenth century 
through much of Thessaly, Epirus, Macedonia, Thrace, the Marica 


18 Busch-Zantner, pp. 81, 86. 

19 [bid., p. 107; Leonhard Schultze Jena, Makedonien. Landschafts- und Kulturbilder (Jena: 
Gustav Fischer, 1927), pp. 140-50. 

20 Busch-Zantner, pp. 33, 92; Branislav Djurdjev, “Prilog pitanju razvitka i karaktera tursko- 
osmanskog feudalizma—timarsko-spahiskog uredjenja” (“Contribution to the question of the 
evolution and character of Turko-Ottoman feudalism”), Godifnjak, I (Sarajevo, 1949), 152-573 
Ibrahim-Manzour, pp. 350-51. 

21 Gibb and Bowen, pp. 257-58; Michel Léo, La Bulgarie et son peuple sous la domi- 
nation ottomane tels que les ont vus les voyageurs anglo-saxons (1586-1878) (Sofia: Editions 
d’Etat “Science et Art,” 1949), pp. 109-11; Félix-Beaujour, I, 128-29. 
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Valley, Danubian Bulgaria, the Kosovo-Metohija basins, the coastal 
plains of Albania, and parts of Bosnia.” The institution of the ¢7fz/zk, as 
an enterprise of colonization, hence expands along the arteries of com- 
munication: the coastal plains and interior basins. In its wake penetrate 
also the poplar, buffalo,”* and a garden culture involving the use of 
irrigation,” all indirect evidences of colonization. The outstanding 
contribution of the ¢zfzlik, however, is the diffusion of the cultivation 
of new colonial products: cotton and maize. 


II 


By the 1720’s, cotton is not only produced in Macedonia but is avail- 
able for export. “Germany” and Austria at that time begin to acquire 
their cotton overland from Macedonia to Belgrade and thence, by way 
of the Danube, to Budapest and Vienna, or from Smyrna and Salonika 
by sea to the growing port of Trieste.”” By the 1780’s, slightly more 
than half the exports of all kinds of merchandise from Thessaly and 
Macedonia are destined for Austria, Hungary, and “Germany.” Cotton 
accounts for two thirds of the value of Austro-German imports from 
Macedonia and Thessaly.”° In the four-year period 1782-1785, French 
imports of cotton from Salonika attain a value of nearly seven out of 
a total value for all goods of nearly twelve million livres.*’ Cotton thus 
accounts for surely half of the French imports from Macedonia. 

Cotton production was originally limited to the region of Seres, com- 
prising some three hundred villages divided among several agas, each 
aga having thirty to forty villages in his agalik or estate. The most 
powerful among these agas at the end of the eighteenth century was 
the lord of Seres, Ismail Bey, who had in his service some five thousand 
armed guards.” 

In the second half of the eighteenth century, cotton cultivation 


22 Busch-Zantner, p. 106. 

23 [bid., p. 104. 

24 Richard Busch-Zantner, “Zur Kenntnis der osmanischen Stadt,” Geographische Zeitschrift, 
XXXVIII (Leipzig-Berlin, 1932), 4-6; Schultze Jena, p. 93. 

25 Arch. Nat. (Paris), Af. Etr. BUI, 236, “Mémoire pour répondre & la lettre de Mgr. le 
comte de Maurepas en date du 22 octobre avec diverses observations sur les causes de la 
décadence du commerce frangais au port de Marseille,” signed de Maillet and attached to his 
letter of November 30, 1731. 

26 Félix-Beaujour, I, 70-71; II, 163. 

27 Arch. Nat. (Paris), Archives de la Marine B?. 452, table of cotton and cotton yarn 
imports entering Marseille, dated September 30, 1786, and table of French commerce in the 
Levant during the years 1782-1785, dated September 30, 1786. 

28 Félix-Beaujour, I, 55-56. 
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spreads westward to Salonika. New land is cleared, old land improved, 
the cotton of the Salonika area, although inferior to that of Seres, con- 
stantly ameliorated.” The diversified and quasi-autarchic economy of 
the free village, retreating we conjecture before the extension of the 
cotton culture, is replaced by an economy of the ¢/f#lzk-village, pro- 
vided with the tools and direction prerequisite for the colonization of 
new land and the introduction of a new product. 

The agas produce on their manorial reserves a cotton of the quality 
known as kanzar. As landlords, they accumulate from their tenants 
a high-quality cotton known as usur or tithe cotton.*” The cotton 
passing into the hands of the aga may thus account for nearly 50 per 
cent of the total production and certainly more than 50 per cent of 
the high-quality cotton or cotton destined for export. Almost all the 
export cotton is thus derived from the production and rent of the 
landowning class of agas. 

Somewhat earlier than that of cotton is the introduction of a new 
grain crop: maize. The earliest reference we have to the cultivation of 
maize in Croatia goes back to 1611.*" Evliya Celebi, traveling through 
Bosnia in 1660 and 1664, makes no allusion to the presence of maize, 
whose cultivation in that area does not seem to begin until the first 
decades of the eighteenth century.” Raicevich, Ragusan by birth and 
Austrian consul to Bucharest in the second half of the eighteenth cen- 
tury, asserts that maize cultivation was introduced into the Rumanian 
principalities only “da poco tempo.” ** In the seventeenth century, 
whence or how we do not know but doubtless by way of the sea, maize 
culture extends to the district of Constantinople.** The cultivation of 
maize hence apparently spreads westward and northward from Con- 
stantinople and southward and eastward from Croatia. 

By 1716 maize is not only cultivated in the plains of Durazzo but 
is an export product of the port of Durazzo.” In 1774 we have refer- 
ence to the exportation of maize to Leghorn from the port of Arta.*° 
The Epirote plain of Arta, as well as the coastal plain of Albania 


29 Arch. Nat. (Paris), Af. Etr. BUI, 415, memoir on the cotton production of Macedonia, n.d. 

30 Félix-Beaujour, I, 67. 

31 Johannes Humlum, Zur Geographie des Maisbaus (Copenhagen: E. Harck, 1942), p. 29. 

32 KreSevljakovi¢, “Gradska Privreda,” Godisnjak, I (1949), 171. 

33]. Raicevich, Osservazioni storiche naturali, e politiche intorno: la Valachie, e Moldavia 
(Naples: G. Raimondi, 1788), p. 56. 

34 KreSevljakovié, loc. cit. 

35 Arch. Nat. (Paris), Af. Etr. B1. 484, letter from the French consul Isnard, dated October 
2, 1716, at Durazzo. 

36 Arch. Nat. (Paris), Af. Etr. Bl. 172, recapitulation of boats loading and unloading at 
Arta during 1774. 








emt 


The Balkan Economy, 1600-1800 405 





proper, thus becomes during the eighteenth century an important 
‘center of maize cultivation and export. By 1780, moreover, maize has 


become the foremost grain product and principal food of the Mon- 


‘tenegrins.*” 


Between 1784 and 1786, Beaussier, French consul-general to the 
Morea, ascertained by questioning the inhabitants of the canton of 
Coron that maize had been initially brought there a long while after 
the Venetian loss of the Morea to the Turks in 1716 from the environs 
of Dulcigno (Ulcinj) and that maize cultivation in the Morea had 
first been undertaken in the region of Patras.** Thus, there would 
definitely be a third center of diffusion of the new culture to the Bal- 
kan subcontinent. 

In the rugged highlands of the southern Morea or the Mainote 
peninsula, in the poorer villages of Epirus, the food of the peasant 


is neither wheat nor maize but galambochy or sorghum.” In the six- 


teenth century, sorghum is one of the important grains available for 


human consumption in the market of Sarajevo. The other widespread 


grain crop of the Balkans is millet, grown extensively until the end 


of the eighteenth century. Except in Montenegro, maize remains prin- 


cipally an export commodity or a product of urban consumption. 
There is in the eighteenth century at least one instance of opposi- 
tion on the part of peasants to the introduction of the new plant: in 


the Bosnian captaincy of Livno, Firdus-Bey, captain of the frontier 


province and member of the corps of ayans, has to beat his tenants in 


order to induce them to plant the new crop.*° The fact that the cap- 


taincy of Livno is one of the first areas in Bosnia in which maize is 
introduced suggests the existence of a fourth zone of dissemination 
of the new culture: Venetian Dalmatia in the region of Zara (Zadar) 
or Spalato (Split). 

We may perhaps infer that Balkan peasants other than those of 
Livno offer resistance to the introduction of maize. Who then can 
promote the diffusion of the new product if not the ayan and cifdlik- 
proprietor? The indirect evidence in support of this hypothesis is 


37 Vladan Djordjevi¢, Crna Gora i Austrija u XVIII veku (Montenegro and Austria in the 
eighteenth century) (Belgrade: Drzavna Stamparija, 1912), p. 42. 

38 Arch. Nat. (Paris), Af. Etr. B¥!l. 241, memoir on the cultivation of maize or Turkey- 
wheat in Morea, n.d. and no signature; for the name of the author and the date of the 
document, cf. Arch. Nat. (Paris), Af. Etr. B1. 472, Beaussier’s letter dated February 3, 1787. 

39 Arch. Nat. (Paris), Af. Etr. BYZ, 241, memoir on the cultivation of maize; on the word 
galambochy, cf. Angelos Vlachos, Dictionnaire grec-francais (Athens: P.D. Sakellariou, 1897), 
see kalampoki. 

40 KreSevljakovié, loc. cit. 
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eloquent: (1) the czftlik institution extends from the coasts up the 
river valleys; (2) maize cultivation follows similar routes; (3) cer- 
tain peasants may resist its introduction; (4) mountain, hence free, 
villages are the last to accept the new culture because it is new and 
because the Kulturtrager is simultaneously the bearer of serfdom. 

From the rapid growth in the eighteenth century of Greek and 
Dulcignote merchant marines and the revival of the Ragusan mer- 
chant marine, we may infer that Balkan grain exports augment per- 
ceptibly as the result of the expansion of maize cultivation.** The 
principal business of all these fleets is the transport of grains and spe- 
cifically grains grown in the Balkans, so far as the Greek and Dul- 
cignote fleets are concerned. Although the corps of wlemas and the 
common people of Constantinople frown upon the exportation of 
grains to the infidel, the sultan permits it in years of plenty in the 
empire. Generally speaking, however, grains are exported to the West 
fraudulently under the protection of the coastal agas and beys, who, 
as landlords of agricultural properties, are interested in the most 
profitable sale of their surplus product.” 

Hence, we discern the following pattern of events: (1) the exten- 
sion of the proprietary nucleus and the rise of the ¢zf#lzk, (2) the intro- 
duction of a new grain product, (3) the promotion by the new land- 
owners of the free exchange of grains, (4) the consequent expansion 
of Greek and Dulcignote merchant fleets, and (5) the ultimate revolt 
of the Greek merchant fleet (initially during the Russo-Turkish War of 
1770-1774), interested in greater economic and political freedom than 


41 Arch. Nat. (Paris), Af. Etr. Bl. 947, fos. 65-66, 336, letters dated June 29, 1737, and 
May 9, 1755; Af. Etr. B1. 470, letter of March 1, 1763, signed Broucet; Af. Etr. B1. 906, letter 
of Ambassador Guy de Villeneuve, August 4, 1780; Archives de la Marine, B4. 272, fos. 96-97, 
letter of the chevalier de Ligondés, May 30, 1786; Stadtmiiller, p. 363; Bibl. Nat. (Paris), 
Fonds fr. 10772, pp. 87-89, description of Ragusa; Arch. Nat. (Paris), Af. Etr. B1. 949, fos. 
282, 416, 444, letters of Desrivaux dated April 25, 1773, May 20, 1776, and December 27, 
1777; Af. Etr. B1. 950, fos. 32, 56, 141, letters of Desrivaux dated April 5, 1779, December 15, 
1779, and June 18, 1782. The above documents are on the subject of the Greek, Dulcignote, 
and Ragusan merchant marines. 

42 Arch. Nat. (Paris), AF III, 75, dossier 306, description of the products of the Morea, 
communicated to the Directory on the 15th of Prairial, year IV; Af. Etr. B1. 864, letters of 
Clairambault, June 25, 1728, and May 16, 1730; Af. Etr. B!1, 235, memoir on the difficulties 
of importing grains from the Levant, February 1694; Af. Etr. BIZ. 236, memoir on the 
grain trade in the Ottoman Empire, 1706; AF III, 75, dossier 306, extract from a letter of 
Félix-Beaujour, 25 Fructidor, year IV; Af. Etr. B1. 996, letters of the consular official Thomas, 
dated June 20, 1740; Af. Etr. B1. 425, document attached to the letter of Castellane, September 
28, 1746; Af. Etr. B1. 399, Villeneuve’s letter of March 18, 1729; Af. Etr. BIT. 285, 286, and 
287, statistics on the entry of grains at Marseilles, 1756-1791; Archives de la Marine, B’. 167, 
letter to Villeneuve, January 22, 1740. 
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either the Ottoman central government or ambitious local authorities 
are willing to extend. 


Ill 


The simultaneous development of serfdom and large quasi-private 
properties is not confined to the Balkans proper. In the Rumanian 
provinces, the princes’ urgent need of money compels them to hearken 
to the boyars’ wishes to impose increasing limitations upon peasant 
migratory habits, making possible a gradual transition in the latter 
half of the sixteenth century from a seminomadic or transhumant 
economy of animal husbandry to a mixed pastoral-agricultural econ- 
omy. By tying the peasant to the land, the Rumanian boyar succeeds 
in augmenting the cereal production of his manor and of the coun- 
try in general.* 

The aggravation of serfdom, the diffusion of a settled agricultural 
economy, and the encouragement of an internal colonization similarly 
characterize Russian development since the second half of the six- 
teenth century. In the seventeenth century, the Russian pomestye or 
conditional properties are assimilated to vocina or allodial properties.** 

In Poland a parallel development occurs a century and a half earlier 
with the extension of the corvée and the glébe. The manufacturing 
and commercial prosperity of the “Upper German” belt during the 
fifteenth century acts as a hindrance upon the further development of 
Polish handicrafts. The Polish peasant thus does not have the incentive 
for taking permanent refuge in the towns, and the lesser Polish nobility 
diverts part of its capital to the transformation of additional unculti- 
vated lands into agricultural properties. Polish grain exports through 
the port of Danzig, not yet very voluminous toward the end of the 
fourteenth century, acquire by 1440 a pivotal position in Polish econ- 


omy. The increase in the money and real values of grains in the second 


half of the fifteenth century provide further stimulus to the exten- 
sion of a cereal economy, so that in the sixteenth and seventeenth 


43 C, I, Bratianu, “Servage de la glébe et régime fiscal. Essai d’histoire comparée roumaine, 
slave et byzantine,” Annales d’histoire économique et sociale, V (1933), 445-62; I. N. Angelescu, 
Histoire économique des Roumains (Geneva: Edition Atar, 1919), I, 309. 

44 Peter Struve, “Medieval Agrarian Society in Its Prime: Russia,” The Cambridge Eco- 
nomic History of Europe (Cambridge: Cambridge University Press, 1941), I, 429-32; James 
Mavor, An Economic History of Russia (2d ed., rev. and enl.; New York: E. P. Dutton & 


‘Co., 1925), I, 46-53. 
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centuries Poland becomes the chief European exporter of rye. From 
the Vistula, grain cultivation, the glébe, and the corvée spread eastward. 
to Ruthenia, Lithuania, and White Russia.*° 

Bohemian economy is still largely pastoral-commercial in the six- 
teenth century. A notable reduction in the number of sheep during the 
Thirty Years’ War facilitates the conversion of pastoral into agricultural 
land. The war, however, meant the loss not only of animal but of 
human life and favored the expansion of the dominical or manorial 
reserve at the expense of the frequently deserted rustical or peasant 
holding. Confronted with a scarcity of labor at the same time that his. 
augmented possessions require labor abundance, the seigneur has in- 
creasing recourse to the corvée and the labor services of orphans and 
youths to satisfy his needs. Simultaneously, a barley economy takes. 
precedence over the previously dominant economy of animal hus- 
bandry and transhumance.** 

In eastern Germany, the seigneur acquires abandoned properties. 
and the lands of deceased peasants in the period of famine, disease, 
and pestilence of the late fourteenth and fifteenth centuries and then 
puts into cultivation the most fertile lands in his possession. The 
poorer land, because of the scarcity of labor, remains uncultivated. 
When labor begins to be more plentiful in the sixteenth century, 
the proprietor, in renting uncultivated portions of his land to new 
tenants, requires their permanent and hereditary attachment to it. 
At the same time, he is able to extend his seigniorial reserve and aug- 
ment his labor force through the requirement that tenants render him 
labor services in addition to the payment of rent in kind.*” 

As far west as Spain, Portugal, Franche-Comté, Poitou, and southern 
Italy, the rise of grain prices, the arrival of American silver, and the 
simultaneous growth of rural and urban demography permit the ex- 
ploitation of formerly uncultivated lands and the investment of new 
capital in land.** In Poitou, peasants sell their minuscule holdings in 


45M. Malowist, “Rapport,” 1X ¢& Congrés International des Sciences historiques, Paris, 28 
aotit-3 septembre 1950 (Paris: Armand Colin, 1950), I, 305-22. 

46 Victor L. Tapi¢, L’Europe centrale et orientale de 1689 = 1796 (Paris: “Les Cours de 
Sorbonne,” Centre de Documentation Universitaire, n.d.), I, &7-y3; Werner Stark, “Die ab- 
hanglichen Bauern Bohmens im 17. und 18. Jahrhundert,” Jahrbiicher fiir Nationalékonomie 
und Statistik, CLXIV, Heft 4 (July 1952), 270-72. 

47 Heinz von zur Miihlen, “Zur Entstehung der Gutsherrschaft in Oberschlesien. Die be- 
volkerungs- und wirtschaftsgeschichtlichen Verhaltnisse in der Herrschaft Oberglogau bis ins. 
18. Jahrhundert,” Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte, XXXVIII, Heft 4, 
334-60; Friedrich Liitge, “Das 14./15. Jahrhundert in der Sozial- und Wirtschaftsgeschichte,” 
Jahrbticher fiir Nationalékonomie, CLXII, Heft 3 (May 1950), 161-213. 

48 Braudel, pp. 624-28; book review by Richard Konetzke in Vierteljahrschrift f. Sozial- u.. 
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the second half of the sixteenth century to merchants and members of 
the bourgeoisie. Acquiring a number of adjoining parcels, the new 
proprietors promote the growth of large farms or métairies on which 
they share the produce with the peasants who continue to work as 
tenants. In the seventeenth century, they begin to exploit their farms 
directly through the use of former tenants as hired laborers.*® 

Finally, at the commencement of the seventeenth century, Italian 
merchants, no longer able to sustain their commercial activities with the 
decline of the Mediterranean as a vehicle of commerce, the gradual 
disappearance of Italian foreign markets, the curtailment of manufac- 
tures, and the demographic diminution of the greater Italian cities, 
transfer their investments from maritime and urban commerce to rural 
and semirural business activities.°° 

The twofold purpose of history is the discovery of the unique and the 
determination of the patterns or repetitive processes of the past, both 
with the object of enabling us to choose or champion a proper course 
of action in the present. In the current study of land tenure, we have 
investigated the unique and the pattern. We may conclude that the 
evolution of land tenure in the Balkans differs fundamentally from 
that in the other areas we have considered in one respect only: in its 
emphasis upon the use of thousands of armed guards to protect the 
estate of one landlord from the intrusions of another and to keep the 
peasant on the land. The essential difference between the Italian con- 
dottieri of the trecento and quattrocento and the Ottoman hirelings 
of the eighteenth century is that the Italians act as the mercenary de- 
fenders of one city against another, while the kzrjalis offer “protection” 
to the agricultural domain. In one case, the driving force is the wealth 
of the city; in the other, the promise of the land. 

The following historical processes common to the Balkans are re- 
peated in other parts of Europe: 

1. The decline of a pastoral economy precedes or accompanies the 
subjection of land to agricultural purposes, for a systematic agrarian 
economy requires a dependable labor force. 


Wirtschaftsgesch., XXXVIII, Heft 4, 375, of Ramon Carande, Carlos V y sus banqueros, 
I, La Vida economica de Espaiia en una fase de su hegemonia, 1516-1556 (Madrid: Revista de 
Occidente, 1943). 

49 Paul Raveau, L’Agriculture et les classes paysannes. La Transformation de la propriété 
dans le Haut-Poitou au XVI1© siécle (Paris: M. Riviére, 1926), pp. 43-49, 126. 

50 Carlo M. Cipolla, “The Decline of Italy: the Case of a Fully Matured Economy,” The 
Economic History Review, Ser. 2, V (1952), 181, 184-85; Philipp Hiltebrandt, Der Kampf ums 
Mittelmeer (Stuttgart: Union, 1940), p. 278. 
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2. Since the peasant has ingrained migratory habits, the only rela- 
tively certain method of creating a stable labor supply is by the sub- 
jection of the peasantry to the glébe. 

3. The decline of urban population, manufactures, and commerce 
stimulates rural investment and urban disinvestment. 

4. The food requirements of large (Constantinople) or newly grow- 
ing (Moscow) capital urban agglomerations act to give the state an 
interest in favoring or, at least, in not opposing the extension of rural 
exploitation and colonization. 

5. A demographic decline permits the growth of the manorial re- 
serve. Where both a demographic decline and an increase in the size 
of manorial reserves have occurred, a subsequent demographic rise, 
unless accompanied by urbanization, will tend to favor the physical 
if not psychological attachment of the peasant to the land. 

6. Agricultural product specialization normally follows the fixation 
of the peasant on the land. This process is slow but may be accelerated 
by the growth of a home market through the rise or expansion of 
towns. In that event, a tendency toward labor mobility will undermine 
the earlier trend toward the glébe. Where the home market, as in the 
Balkans, is incapable of absorbing new surpluses, product specializa- 
tion may be encouraged by the creation of a foreign demand. The 
demographic growth of western Europe and the rise of cotton manu- 
factures in the eighteenth century thus stimulate maize cultivation 
throughout the Balkans and cotton planting in Macedonia. A uniquely 
foreign demand for agricultural goods acts as a restrictive force upon 
the mobility of the peasant to the towns, although it may not immo- 
bilize him to a specific property. The kzrjali raids, in part expeditions 
to reinforce the agricultural labor supply of puissant Balkan landlords, 
make the fixation of the peasant to the land possible and his attach- 
ment to a definite property difficult. 

The ultimate result of the evolutionary pattern we have described is 
the transformation of the seigneur from a Grundherr, frequently hav- 
ing a military rather than economic orientation and receiving rent in 
kind with few if any labor services, to a Gutsherr, conscious of his 
economic functions, converting his benefice or conditional property 
into private or quasi-private property: allodium, ciftlik, wakf, mdlikdne, 
vocina (termed pomestye), or métairie. 

The uniqueness of Ottoman civilization lies in its methods: in the 
case of the agrarian order, the use of innumerable armed guards with 
few economic functions employed to maintain on the land a dis- 
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proportionately low number of peasants. On the basis of its uniqueness, 
Ottoman civilization offers little, making a satisfactory contribution 
only to the extent that it follows a pattern of development that is 
“universal” rather than “unique.” But since it does this insufficiently, 
the quasi-private property ¢cftl1zk economy of the seventeenth, eight- 
eenth, and nineteenth centuries hinders the development of a capitalist 
economy. Such an evolution is possible only upon the rejection of Otto- 
man methods, which is to say Ottoman civilization, and the acceptance 
of the competing concepts of nationalism and universalism borne by 
Greek merchants and sailors who venture westward beyond the 
Aegean, by swine merchants of Serbia, and by wool and cotton mer- 
chants and muleteers of Macedonia. These traders give new life to the 
longitudinal route, Salonika-Skoplje-Belgrade-Vienna, in the eight- 
eenth century. The peasant is thus able to liberate himself from Otto- 
man “uniqueness” only to the extent that he becomes a merchant. That 
the liberation is only partial is understandable in view of the incorpo- 
ration of large segments of Ottoman “uniqueness” into the political 
and commercial life of the new merchants and states of the nationalist 
nineteenth century. 


Traian StoranovicH, New York University 





Economic Factors in the Decline of the 
Byzantine Empire 


T IS now five hundred years since the Byzantine empire was 

brought to an end by the Ottoman Turks. Scholars today quite 
justly reject Gibbon’s assumption that the Byzantine empire was, 
throughout its entire existence, in a state of decline. They have come 
to rank it, instead, as one of the great empires in history." And this 
for good reasons. It endured for over a thousand years. Down to about 
the middle of the eleventh century it was the center of civilization in 
Christendom. It preserved the thought and literature of antiquity; it 
developed new forms of art; it held back the barbarians. It produced 
great statesmen, soldiers, and diplomats as well as reformers and 
renowned scholars. Its missionaries, aided by its diplomats and some- 
times by its armies, spread the gospel among the pagan tribes, espe- 
cially the Slavs, which dwelt along its frontiers and beyond. As a 
Czech historian has put it, Byzantium “molded the undisciplined 
tribes of Serbs, Bulgars, Russians, Croats even, and made nations out 
of them; it gave to them its religion and institutions, taught their 
princes how to govern, transmitted to them the very principles of 
civilization—writing and literature.”? Byzantium was a great power 
and a great civilizing force. 

Yet in a sense Gibbon was right. For the Byzantine empire did not 
come to an end as the result of a single blow as, for instance, the battle 
of Nineveh of 612 B.c. is said to have brought to an end the mighty 
Assyrian empire. The empire which Mohammed II destroyed on May 


1 Not only specialists but generally cultivated people have come to have a high regard for 
Byzantium. The Norwegian Fridtjof Nansen wrote in his book, L’Arménie et le proche Orient 
(Paris: Paul Geuthner, 1928), p. 31: St. Sophia “is and will remain one of the most remarkable 
works of architecture, and if the Byzantine culture had created nothing but that, it would be 
sufficient to classify it among the greatest.” And the philosopher A. N. Whitehead wrote in his 
Adventures of Ideas (New York: The Macmillan Co., 1933), p. 104: “The distinction separat- 
ing the Byzantines and the Mahometans from the Romans is that the Romans were themselves 
deriving the civilization which they spread. In their hands it assumed a frozen form. Thought 
halted, and literature copied. The Byzantines and the Mahometans were themselves the civiliza- 
tion. Thus their culture retained its intrinsic energies, sustained by physical and spiritual adven- 
ture. They traded with the Far East: they expanded westward: they codified law: they developed 
new forms of art: they elaborated theologies: they transformed mathematics: they developed 
medicine. Finally, the Near East as a centre of civilization was destroyed by the Tartars and 
the Turks.” 

2F. Dvornik, Les Slaves byzance et Rome au IX® siécle (Paris: Librairie Ancienne Honoré 
Champion, 1926), Vol. II. 
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29, 1453, had been wasting away for over three hundred years, although 
part of this time, notably during the period of the Comneni, it was 
not an insignificant force. By the time of the fall of Constantinople, 
however, the Morea, one or two islands in the Aegean, and Constan- 
tinople were all that had been left of its once widely extensive terri- 
tories. Constantinople itself, which in the tenth century had a popula- 
tion of perhaps one million people, had been reduced to probably not 
more than 75,000 inhabitants.® As a center of commerce it had long 
been eclipsed by Galata, the Genoese colony on the opposite side of 
the Golden Horn. The Byzantine emperors became puppets in the 
hands of the Italian commercial republics, notably Genoa and Venice, 
served the Ottoman sultans as vassals, or miserably toured the West 
begging for help in return for which they were ready to sacrifice the 
religious traditions of their people. What a far cry from the august 
position of their predecessors of the tenth century who challenged East 
and West and challenged them not without success! “I shall conquer 
your lands,” wrote Nicephorus Phocas to the Caliph of Bagdad, “and 
I shall go as far as Mecca. . . . I shall conquer all the Orient and the 
Occident and I shall spread everywhere the religion of the cross.” * The 
same emperor declared to the ambassador of the German emperor, 
Otto I: “Do you want a greater scandal than that [Otto] should call 
himself emperor and claim for himself provinces belonging to our 
empire? Both these things are intolerable; and if both are unsupport- 
able, that especially is not to be borne, nay, not to be heard of that he 
calls himself emperor.” ° What brought the empire from this pinnacle 
of power down to the abject position in which we find it in the four- 
teenth and fifteenth centuries is one of the most interesting problems 
in history. 

In the history of the Byzantine empire, war and religion were the 
two principal factors that molded the society of the empire and deter- 
mined its external position.© War was the normal state of things 


3 Peter Charanis, “A Note on the Population and Cities of the Byzantine Empire in the Thir- 
teenth Century,” The Joshua Starr Memorial Volume, Jewish Social Studies, Publication No. 5 
(New York: Conference on Jewish Relations, Inc., 1953), Ppp. 137-39. 

4G. Schlumberger, Un Empereur byzantin au dixiéme siecle: Nicéphore Phocas (Paris, 1890), 
pp. 429 f. 

5 F. H. Wright, trans., The Works of Liudprand of Cremona (New York: E. P. Dutton & 
Co., 1930), Pp. 249. 

6 This statement, made by me in my study, “On the Social Structure of the Later Roman 
Empire,” Byzantion, XVII (1944-45), 57, has been repeated by others. See, for instance, D. A. 
Zakythinos, “Les Institutions du Despotat de Morée. VI. Justice,” L’Hellénisme Contemporain, 
Ser. 2, 4th year (1950), p. 206. A most amazing interpretation has been given to it recently 
by a Soviet scholar. He writes: “The American historian P. Charanis extracts from the Fascist 
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throughout its long existence. The external crisis, however, that par- 
ticularly affected the evolution of its society was that of the seventh 
century. 

The advances of the Saracens and the incursions of the Slavs and 
Bulgars reduced virtually the whole empire to a frontier province. To 
cope with this situation the emperors of the seventh century reorgan- 
ized the provincial administration of the empire, introducing what is 
known as the heme system, the essence of which was the subordina- 
tion of civil to military authority exercised in each province by the 
commander of the army corps stationed there.’ But with the establish- 
ment of the theme system is connected the establishment of another 
institution, the system of military estates. These military estates, small 
in size and granted to individuals in return for military service, became 
the opening wedge in the formation of a new class of free peasant 
proprietors. The soldiers themselves constituted the nucleus of this 
class, but others gradually were added. For while the eldest son of a 
soldier inherited his father’s plot together with the obligation of mili- 
tary service, the rest of the family were free to reclaim and cultivate 
the land that was vacant.® The free peasants, cultivating their own 
land, paying the taxes, and, if necessary, serving in the army, came to 
constitute the dominant element in the agrarian society of Byzantium. 
They became a bulwark of the state, lent to it new vigor, and enabled 
it eventually to recover its position in the Orient. By the end of the 
tenth century, Byzantium had become the most powerful state through- 
out the Christian-Moslem world. 

The situation changed in the eleventh century. During the second 
half of that century the empire suffered a series of military reverses 
from which it never fully recovered. The most serious of these was 
the disastrous defeat at Manzikert (1071). The battle of Manzikert 
decided the fate of Asia Minor and conditioned the subsequent his- 
tory of the Byzantine empire. But Manzikert was only a battle, and 
battles had been lost before without the serious consequences that fol- 
lowed Manzikert. What explains the decline that set in after it and 


ideological arsenal the ancient glorification of war, carols its sham creative role; it is a pseudo 
scientific theory calling only to concur in the ideological preparation of a new war.” A. P. 
Kazhdan, Agrarnye otnoshentia v Vizantii XIII-XIV VV (Moscow: Akademica Nauk SSSR, 
1952), pp. 17-18. The translation is by G. Alef. 

7 The latest work on the origin of the theme system with the essential bibliography is by 
A. Pertusi, Constantino Porfirogenito de thematibus. Introduzione. Testo critico (Vatican City: 
Biblioteca Apostolica Vaticana, 1952), pp. 103--I1. 

8 For a discussion of this with the essential bibliography see Charanis, “On the Social Struc- 
ture of the Later Roman Empire,” Byzantion, XVII (1944-45), 42-49. 
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that would lead eventually to the disappearance of the empire were the 
conditions which came to prevail in the social and ecohomic life of the 
empire in the eleventh century and later. Manzikert itself was the 
result of these conditions. 

The dominant fact in the social and economic life of the empire in 
the eleventh century is the triumph of the landed military aristocracy 
and the decline of the soldiery-peasantry which had for centuries served 
as the bulwark of the state. 

From the very beginning of its history the large estate had been a 
feature of Byzantine society. The complicated and burdensome fiscal 
administration affected by the reorganization of the empire following 
the political and economic crisis of the third century worked in such 
a way as to give impetus to the growth of the large estates. The society 
revealed by the papyri and the great legislative monuments of the fifth 
and the sixth centuries is a society dominated by these estates. Coloni, 
reduced to serfs, composed the vast majority of the agrarian population, 
although the free peasant proprietors did not disappear completely. 
The development of the soldiery-peasantry in the seventh century 
lessened the extent of the large estates, but did not eliminate them. By 
the end of the ninth century they had become larger and more numer- 
ous. Those who possessed them occupied important positions in the 
administration and used these positions to increase their holdings. 
This they did by absorbing, often through dubious means, the proper- 
ties of the small peasants. Thus the small, free peasant proprietors be- 
gan to disappear.° 

The great emperors of the tenth century realized the dangerous 
social and political implications of this development and tried to check 
it. Every major emperor from Romanus Lecapenus to and including 
Basil II, with the exception of John Tzimeskes, issued more than one 
novel for this purpose. These emperors sought to preserve the free 
peasantry because they considered it an essential element for the health 
of the state. As Romanus Lecapenus put it in one of his novels: 


9 For the essential bibliography see Charanis, “On the Social Structure and Economic Organ- 
ization of the Byzantine Empire in the Thirteenth Century and Later,” Byzantino-slavica, XII 
(1951), 94, n.2. To the works listed there the following should be added: D. A. Zakythinos, 
“Crise monétaire et crise économique 4 Byzance du XIII® au XV¢® siécle,” L’Hellénisme con- 
temporain (1948), pp. 50 f.; E. E. Lipsic, Byzanz und die Slaven. Beitrige zur byzantinischen 
Geschichte des 6-9. Jahrhunderts, trans. from the Russian by E. Langer (Weimar: Hermann 
Bohlaus Nachfolger, 1951), pp. 5-105; Zakythinos, “La Société dans le despotat de Morée,” 
L’Hellénisme contemporain (1951), pp. 7-28; Zakythinos, “Etatisme byzantine et expérience 
hellénistique,” Annuaire de L’Institut de Philologie et d’Histoire Orientale et Slave. Tome X: 
Mélanges Henri Grégoire, Il (1950), 667-80. 
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It is not through hatred and envy of the rich that we take these measures, but 
for the protection of the small and the safety of the empire as a whole. . . . The 
extension of the power of the strong . . . will bring about the irreparable loss of 
the public good, if the present law does not bring a check to it. For it is the many, 
settled on the land, who provide for the general needs, who pay the taxes and 
furnish the army with its recruits. Everything falls when the many are wanting.’ 


The strictest among the measures taken for the protection of the free 
peasantry was that issued by Basil II concerning the allelengyon, a 
measure which required the landed aristocracy to pay the tax arrears 
of peasants too poor to meet their own obligations. But with the death of 
Basil (1025) the effort to stop the growth of the large estates came to 
an end. His law concerning the allelengyon was repealed and the other 
measures, although kept in the books, were not enforced. The fate of 
the free peasantry was definitely decided. 

Meanwhile, a similar fate befell the class of the enrolled soldiers, 
holders of the military estates. For the aristocracy, which, by one means 
or another, absorbed the estates of the small peasants, absorbed also 
those of the soldiers. The protection of the interests of these soldiers 
had been one of the deepest concerns of the emperors of the tenth cen- 
tury. Wrote Constantine Porphyrogenitus in the novel that he issued 
for the protection of the estates of the soldiers: “The army is to the 
state what the head is to the body . . . . He who neglects it neglects 
the safety of the state. . . . Therefore in promulgating our Constitu- 
tion [on the military estates], we feel we are working for the welfare 
of all.” ** But in this as in the case of the small peasants the measures 
taken by the emperors of the tenth century were of no avail. It proved 
impossible to stop the aristocracy from absorbing the properties of the 
small, whether the latter were soldiers or not. 

What consummated the depression of the enrolled soldiers, however, 
was the anti-military policy which some of the emperors of the eleventh 
century followed in order to reduce the power of the military mag- 
nates in the administration of the empire. Those who occupied the 
high military posts in the empire were also great landholders. Their 
wealth, plus the powers which they exercised as military commanders, 
made them extremely dangerous to the central government. This 
danger, indeed, was one of the vrincipal reasons why Basil II issued 


10 Jus-Graeco-Romanum, ed. Zachariae von Lingenthal (Leipzig, 1857), III, 246-47. On the 
efforts of the emperor to check the growth of ecclesiastical properties see Charanis, “The 
Monastic Properties and the State in the Byzantine Empire,” Dumbartom Oaks Papers (1948), 
IV, 53-64. 

11 Jus-Graeco-Romanum, III, 22 f. 
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the novel concerning the allelengyon to which reference has already 
been made. He had faced two formidable revolts, both headed by mem- 
bers of the powerful aristocracy, and it was only with difficulty that 
he survived. When, after 987, Basil was reconciled with Bardas Skleros, 
one of the powerful rebels, the latter advised him that, if he wished 
to preserve the imperial authority, he should permit no one of the 
aristocracy to prosper and should exhaust their means by heavy taxes.” 
Hence, the various measures he took, including that of the allelengyon, 
were designed not only to protect the poor peasants but also to crush 
the aristocracy. But on both the question of land and that of taxation 
the aristocracy triumphed. 

One of the important reasons for the triumph of the aristocracy was 
the very strong hold that it had upon the military organization of the 
empire. If it could be shaken from this hold, it would lose in power and 
influence and would become more amenable to the wishes of the im- 
perial government. And this is precisely what certain emperors of the 
eleventh century, notably Constantine IX Monomachos (1042-1055), 
Michael VI (1056-1057), and Constantine X Dukas (1059-1067), tried 
to do. The means of attack which they employed was to weaken the 
military organization by reducing the size of the army, thus depriving 
the aristocracy of its military commands. The great military triumphs 
of the tenth century, the crushing of the Saracens and the Bulgarians 
and the pushing of the frontiers to the Euphrates and the Tigris in the 
east and to the Danube in the Balkans, created a sense of security and 
the feeling that the maintenance of a powerful army was no longer 
necessary. With Constantine IX, peace became the keynote of the im- 
perial foreign policy, and there began a systematic elimination of the 
aristocracy from the army while at the same time the development of 
a civil bureaucracy was promoted. But the aristocracy fought back, and 
a new struggle ensued, this time between the aristocracy as a military 
class and a new party of civil officials who came to dominate the im- 
perial court. 

The struggle plunged the empire into a series of civil wars that 
squandered its resources and manpower at a time when new and 
formidable enemies were making their appearance, both in the East 
and in the West. But the most serious result of the imperial policy was 
the deterioration of the army and the depression of the enrolled sol- 


12M. Psellos, Chronographie, ed. and trans. into French by E. Renauld (Paris: “Les Belles 
Lettres,” 1926), pp. 1-17. English trans. E. R. A. Sewter, The Chronographia of Michael 
Psellus (London: Routledge & Kegan Paul, 1953), p. 23. 
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diers. By the time of Constantine X Dukas the profession of the soldier 
had lost much of its attraction and so, as a Byzantine historian puts it, 
“the soldiers put aside their arms and became lawyers or jurists.” ** 
The same author, writing of the army that took the field in one of 
the expeditions against the Seljuks, states: 


The army was composed of Macedonians and Bulgarians and Varangians and 
other barbarians who happened to be about. There were gathered also those 
who were in Phrygia [the theme Anatolikon]. And what one saw in them [the 
enrolled soldiers of the theme Anatolikon] was something incredible. The re- 
nowned champions of the Romans who had reduced into subjection all of the 
east and the west now numbered only a few and these were bowed down by 
poverty and ill treatment. They lacked in weapons, swords, and other arms, such 
as javelins and scythes. . . . They lacked also in cavalry and other equipment, 
for the emperor had not taken the field for a long time. For this reason they were 
regarded as useless and unnecessary and their wages and maintenance were re- 


duced.?* 


The enrolled soldiers, depressed and forgotten, became more and 
more a minor element in the Byzantine army. The bulk of this army, 
in the eleventh century and later, came to be composed almost entirely 
of foreign mercenaries—Russians, Turks, Alans, English, Normans, 
Germans, Patzinaks, Bulgarians, and others. These mercenaries were 
swayed more by their own interests than by those of the empire. 

Meanwhile, the development of two institutions, the pronoia and the 
exkuseia, added further to the wealth and power of the landed aristoc- 
racy, both lay and ecclesiastic. The pronoia*® was the principal means 
that the emperors of the second half of the eleventh century, but espe- 
cially later, adopted to recuperate much of the deserted land, to recon- 
stitute the class of soldiers with landed interests, and to reward many 
of their partisans. A pronoia was granted to an individual for a specific 
period of years, usually his lifetime, in return for military or other 
services rendered or to be rendered. It was never hereditary, unless it 
was specifically declared so by a special measure. It consisted usually 


13 Cedrenus, Historiarum Compendium (Bonn, 1839), II, 652. 

14 Jbid., Il, 668. 

15 For the essential bibliography on the Byzantine pronoia see Charanis, “On the Social 
Structure and Economic Organization of the Byzantine Empire in the Thirteenth Century and 
Later,” Byzantino-slavica, XII (1951), 97, n. 11. To the works listed there should be added 
the important work by G. Ostrogorsky, Pronoia, A Contribution to the History of Feudalism 
in Byzantium and in South-Slavic Lands (Belgrade: Serbian Academy of Science, Special 
Editions, CLXXVI, Byzantine Institute, Vol. I, 1951). Unfortunately Ostrogorsky chose to 
write this book in Serbian. However we have now a lengthy summary of it in English: Ihor 
Sevéenko, “An Important Contribution to the Social History of Late Byzantium,” The Annals 
of the Ukrainian Academy of Arts and Sciences in the United States, Il (1952), 448-59. 
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of land, but it could be a river or a fishery. Some of the pronoiae were 
very extensive, others less so, but the general effect of all was to increase 
the power and influence of the aristocracy and to lessen the hold of the 
central government over the agrarian population. For the holder of a 
pronoia exercised over those who inhabited it important financial and 
judicial powers which were granted to him along with the land. He 
was expected to serve in the army and also to furnish troops according 
to the size of his pronoia. But when we first meet with the pronoza in 
the second half of the eleventh century, it was not primarily a military 
grant; it became so during the reign of Alexius Comnenus and those 
of his successors. The pronoza differed from the old military estate in 
that it was held by persons high in the social order, whereas the recipi- 
ents of the latter were peasant soldiers. In a study which I devoted to 
the artistocracy of Byzantium in the thirteenth century I showed that 
many of the holders of pronoiae belonged to the great families of the 
empire, families that were related to each other and to the ruling 
dynasty.’® The extensive use of the pronoia contributed not only to the 
increase, relatively speaking, of the power and wealth of the aristocracy 
but also to the development of the appanage system and thus weakened 
the central administration. 

The central administration was weakened also by the development 
of the exkuseia."" The term, which derives no doubt from the Latin 
excusatio (excusare), refers to the fiscal and judicial immunities that 
the imperial government often granted, especially to monasteries. It 
was formerly thought that the exkuseia first appeared in the eleventh 
century, but it is now known to be older than that,’* and may have 
developed out of the various privileges granted to the Christian clergy 
in the fourth century. Its use on a wide scale, however, is associated 
with the eleventh century and later. As the monastic properties during 
this period were very extensive, the revenue that the imperial govern- 
ment lost by the grant of exkuseiae must have been considerable. At 
the same time the exkuseia contributed to increasing the wealth of 
members of the lay aristocracy, for the emperors of the second half of 
the eleventh century and later often rewarded their partisans by grant- 

16 Charanis, “The Aristocracy of Byzantium in the Thirteenth Century,” Studies in Roman 
Economic and Social History in Honor of Allan Chester Johnson, ed. by P. R. Coleman-Norton 
(Princeton: Princeton University Press, 1951), pp. 336-55. 

17 For the essential bibliography on the exkuseia see Charanis, “The Monastic Properties and 
the State in the Byzantine Empire,” Dumbarton Oaks Papers (1948), IV, 65, n. 31. 

18 [bid., pp. 64-67. For a reference to exkuseia in the tenth century, 995, see F. Dolger, 


Aus den Schatzkammern des Heiligen Berges. Textband (Munich: Minchner Verlag [Bisher F. 
Bruckmann], 1948), p. 155, l. 3. 
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ing to them the revenues of monasteries, such grants being then 
known as kharistikia. And monasteries whose revenues were thus 
granted often enjoyed the privilege of exkuseia. 

Thus the failure to enforce the measures that had been issued for 
the protection of the soldiery-peasantry and the various grants of privi- 
leges made to the aristocracy had made the large estates, by the eleventh 
century, the dominant features of the agrarian landscape of Byzantium. 
These estates were worked by tenant peasants, the paroikoi of the 
Byzantine texts, people who were personally free, but who were tied 
to certain obligations and corvées that curtailed their movement. Some 
free peasant proprietors continued to exist, but they had become hardly 
distinguishable from the parozkoi. Besides working for the lord, the 
parotkoi had allotments of their own for which they paid rent and 
performed various obligations and from which, after the passage of a 
number of years, they could not be evicted. These allotments were 
transmissible from father to son. These tenant peasants, weighed down 
by the heavy burden of taxation and numerous corvées, lost all feeling 
for the welfare of the state as a whole. It is well known that the peas- 
antry of the interior of Asia Minor offered no resistance to the Seljuk 
Turks, whose establishment in Asia Minor after Manzikert started the 
empire on the road to general decline. In the twelfth century the 
Comneni, by utilizing every resource at their disposal, succeeded in 
bringing about a partial recovery of the political power of the state, 
but neither they nor their successors tried to check the economic decay 
of the agrarian population. In the fourteenth century the deplorable 
economic conditions of the population were a big factor in the social 
and political strife that shook the empire and opened the way for the 
rise of the Ottoman Turks.”® In the tenth century, as we have pointed 
out above, Romanus Lecapenus had declared in one of his novels de- 
signed to protect the free peasantry that the extension of the power 
of the strong and the depression of the many would “bring about the 
irreparable loss of the public good.” His prediction had come true. 
The disappearance of the free peasantry, the increase in the wealth, 
privileges, and power of the aristocracy, and the consequent depres- 
sion of the agrarian population constitute, I think, some of the prin- 
cipal factors in the decline of the Byzantine empire. 

But the society of the Byzantine empire was not purely agrarian. In- 
cluded in the empire were a number of cities—Constantinople and 


19 On the social upheavals in Byzantium in the fourteenth century see Charanis, “Internal 
Strife in Byzantium in the Fourteenth Century,” Byzantion, XV (1940-41), 208-30. 
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Thessalonica immediately come to mind—whose role in the economic 
life of the empire was by no means insignificant. The penury of the 
sources makes impossible a detailed analysis of the urban economy of 


Byzantium, but that it was comparatively highly developed there can 
be no doubt.” 

What characterized the urban economy of Byzantium during the 
great days of the empire was its strict regulation by the state. This regu- 
lation consisted of two elements: the strict control over foreign com- 
merce * and the organization of the domestic trades and professions 
into private and public guilds supervised by the government.” The 
object of this regulation was both political and economic: political in 
that the government sought to assure for itself arms and an ample 
supply of manufactured goods—in the main, luxuries—not only for the 
imperial household but also for the use of its diplomacy in the form 
of presents to barbarian chieftains and other princes; economic in that 
the government sought to keep the great cities well provisioned with 
the necessities of life, assure the quality of goods, and prevent exorbitant 
prices. The urban economy was also an important source of revenue. 
All imports and exports were subject to a 10 per cent duty, and the 
professions and trades, besides being liable for certain taxes, also per- 
formed various liturgies.” The precise amount of this revenue, because 
of the fragmentary nature of the sources, cannot be determined, but it 
must have been considerable.”* 


20 There is really no systematic and exhaustive study on the commerce and industry of Byzan- 
tium. The latest general survey is that by S. Runciman, “Byzantine Trade and Industry,” The 
Cambridge Economic History of Europe, 11 (Cambridge: Cambridge University Press, 1952). 
The chapter by R. S. Lopez in the same publication, entitled “The Trade of Medieval Europe: 
the South,” also bears upon the commerce of Byzantium. For the industry and commerce of 
the Peloponnesus there is now the book by A. Bon, Le Péloponnése byzantin jusqu’en 1204 
(Paris: Presses Universitaires de France, 1951), pp. 119-53. On the silk industry the important 
study is by Lopez, “Silk Industry in the Byzantine Empire,” Speculum, XX (1945), 1-43. 

21 As an illustration of this one may consult the commercial treaty which the Byzantines 
concluded in the tenth century with the Russian Prince Igor: S. H. Cross, “The Russian Primary 
Chronicle,” Harvard Studies and Notes in Philology and Literature, XII (1930), 159 ff. A new 
edition of Cross’s translation of this chronicle will soon be published by the Mediaeval Acad- 
emy of America. 

22 The fundamental source for the guild organization in Byzantium remains the Book of 
the Prefect of which there is an English translation, A. E. R. Boak, “The Book of the Prefect,” 
Journal of Economic and Business History, 1 (1929), 600 ff. For the essential bibliography see 
Charanis, “On the Social Structure and Economic Organization of The Byzantine Empire in 
the Thirteenth Century and Later,” Byzantino-slavica, XII (1951), 149, n. 247. 

23 G. Rouillard, “Les Taxes maritimes et commerciales d’aprés des actes de Patmos et de 
Lavra,” Mélanges Charles Diehl (Paris: Librarie Ernest Leroux, 1930), I, 277-89; John 
Danstrup, “Indirect taxation at Byzantium,” Classica et Mediaevalia, VIII (1946), 139-67. 

24 For the twelfth century, we are told by the traveler Benjamin of Tudella, the daily rev- 
enues of Constantinople amounted to 20,000 nomismata. For the essential bibliography con- 
cerning the meaning of this figure and in general about the revenues of Byzantium see Charanis, 
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The regulation of urban economy was relaxed beginning with the 
last quarter of the eleventh century. The significant step in this devel- 
opment was taken in 1082 when Alexius Comnenus granted to the 
Venetians, in return for their alliance against the Normans of Sicily, 
various privileges among which the most important was that of trad- 
ing freely, without the payment of any duty, in virtually all the cities 
of the empire, including the capital. These privileges, renewed by the 
emperors of the twelfth century, although not without reluctance,” 
rendered the Venetians virtual masters of the commercial life of the 
empire. In the thirteenth century, in an effort to lessen the influence of 
the Venetians, similar privileges were granted to the Genoese (the 
treaty of Nymphaeum, 1261), but that was the substitution of one 
exploiter for another. The Italian merchants, whether Genoese or 
Venetians, became so entrenched in Constantinople that they controlled 
the economy of that city and determined the price of even the daily 
necessities. According to the patriarch Athanasius (end of the thir- 
teenth century), the fate of the Romans had completely passed into 
the hands of the Latins, “who,” he complained bitterly to the emperor 
Andronicus II, “make fun of us and scorn us to the point that, full of 
overweening conceit, they take the wives of our compatriots as secu- 
rity for the wheat which they deliver to us.” *° 

Meanwhile, the guild organization which was such a strong feature 
of the urban organization of the tenth century had virtually ceased to 
exist by the end of the thirteenth century. This at least is the impres- 
sion created by the letters of the patriarch Athanasius which, although 
not yet published, have been analyzed by two different scholars.” The 
patriarch complained to the emperor that false weights were used, 
that the wheat was hoarded, was often mixed with chaff or wheat that 
had rotted, and was sold at exorbitant prices. He urged the emperor 
to appoint a commissioner to supervise everything that concerned the 
provisioning of the capital. The emperor (Andronicus II) took cogni- 
zance of the complaints and ordered an investigation. He was especially 
anxious to determine who were those who exercised the trade of baker, 


“Internal Strife in Byzantium during the Fourteenth Century,” Byzantion, XV (1940-41), 
224, n. 62. The nomisma was a gold piece which weighed about 4.50 gr. 

25 John Danstrup, “Manuel I’s Coup against Genoa and Venice in the Light of Byzantine 
Commercial Policy,” Classica et Mediaevalia, X (1948), 195-219. 

26 See n. 27. 

27 R. Guilland, “La Correspondence inédite d’Athanase, patriarch de Constantinople (1289- 
- 1293; 1304-1310),” Mélanges Charles Diehl, 1 (1930), 121-40; N. Banescu, “Le Patriarch 
Athanase I et Andronic II Paléologue. Etat religieux, politique et social de l’Empire,” Académie 
Roumaine: Bulletin de la Section Historique, 23, 1 (1942), 35 ff. 
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how many of them there were, and under what conditions were the 
ships, which brought the food supplies to Constantinople, sold and 
bought. Thus, at the end of the thirteenth century it was not officially 
known who were the bakers in Constantinople and how many of them 
there were. Nor were they supervised with the view of assuring the 
quality of and a fair price for their produce. Contrast this with what the 
Book of the Prefect says about the bakers as they functioned in the 
tenth century: 





The bakers shall make their profits according to the amount of grain pur- 
chased at the order of the Prefect. They shall purchase the proper amount of 
grain by the nomisma from their assessor. When they have ground it and 
leavened it, they shall calculate their profit at a keration and two miliarisia on 
the nomisma.”® The keration will be pure profit, while the two miliarisia will 
go for the support of their workmen, the food of their mill animals, the fuel 
for the ovens, and the lighting. .. . 

Whenever there is an increase or decrease in the supply of grain, the bakers 
shall go to the Prefect to have the weights of their loaves fixed by the assessor in 
accordance with the purchase price of grain.?® 


Obviously by the end of the thirteenth century the bakers’ guild had 
completely broken down; there was not even a semblance of govern- 
mental control over the baker’s trade. And what was true of this trade 
was probably also true of the others. The only indication of a trade 
organization in the fourteenth century was that of the mariners of 
Thessalonica. It has been suggested that this guild was organized by 
the mariners themselves in order to protect their interests, but more 
probably it was a continuation of an older organization which became 
more or less autonomous as the power of the central government de- 
clined in the fourteenth century. The guild of the mariners took the 
leadership in the terrible social upheaval that shook Thessalonica in 
1345 and resulted in the slaughter of about one hundred members of 
the aristocracy.” 

It has been said that “Byzantium’s weakness, which led to her fatal 
decline in the course of the eleventh century” was “her rigid, defensive 
attitude toward the outside world . . . embodied in the cultural and 


28 Subdivision of Byzantine money was as follows: 
1 pound of gold = 72 nomismata 
I nomisma = 12 miliarisia = 24 keratia = 288 folleis 
See further G. Ostrogorsky, “Die lindliche Steurgemecinde des byzantinischen Reiches im X 
Jahrhundert,” Vierteljahrschrift fiir Sozial-und-Wirtschaftsgeschichte, XX (1927), 63. 
29] have used Boak’s translation, pp. 616-17. 
30 On this see Charanis, “Internal Strife in Byzantium in the Fourteenth Century,” Byzan- 


tion, XV (1940-41), 211 ff. 
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economic barriers she raised against all outsiders.” ** The economic 
barriers spoken of in this statement refer no doubt to the strict controls 
that Byzantium had exercised over commerce and industry. It is ex- 
tremely doubtful if this indeed was Byzantium’s weakness. The simple 
observation that the period during which these controls were most 
rigidly enforced is the period of the greatness of the empire suggests 
the opposite, and this suggestion is reinforced by the further observa- 
tion that the period of decline coincides with the breakdown of these 
controls. The power of a state and as a consequence its ability to main- 
tain its position in the world is commensurate with its financial re- 
sources, the principal source of which is taxation. In Byzantium this 
source, seriously compromised by the disappearance of the free peas- 
antry and the increase in the wealth, privileges, and power of the aristoc- 
racy was reduced almost to the vanishing point by the commercial 
privileges granted to the Italian republics *° and the consequent loss by 
Byzantium of control over its urban economy. This was Byzantium’s 
weakness that brought about its decline and final fall. 


Perer Cuaranis, Rutgers University 


31 A. R. Lewis, Naval Power and Trade in the Mediterranean, A. D. 500-1100 (Princeton: 
Princeton University Press, 1951), p. 253. 

32 An idea of what happened to the revenues of Constantinople is given by the statement of 
the Byzantine historian Gregoras that, while the annual custom revenues of Constantinople had 
shrunk to about 30,000 nomismata, those of the Genoese colony of Galata went up to about 
200,000 nomismata. This was about the middle of the fourteenth century. Nicephorus Gregoras, 
Byzantina Historia (Bonn, 1829-30), II, 842. 





The High Cost and the Gamble of the Witte 
System: A Chapter in the Industrialization 
of Russia* 


[Eprror’s Nore: This paper was intended for the next issue of THE JouRNAL oF Economic His- 
Tory. Since some papers scheduled on the program of the Annual Meeting were not available for 
publication and since the subject is appropriate to the theme of the meeting, we have taken 
advantage of the space to publish Professor Von Laue’s paper in the Tasks.] 


TUDENTS of the Five Year Plans are familiar with the overreach- 

ing ambitions, the inflated claims, the disputed accomplishments, 
the misleading statistics, and the appalling human costs of “socialist 
industrialization” in Soviet Russia. They have generally ascribed these 
phenomena to Bolshevik theory and practice. It comes as a surprise 
then to find the criticism of the early Five Year Plans foreshadowed, 
in almost identical terms, in the attacks made upon the earlier policy 
of rapid industrialization in Russia which is linked with the name of 
Sergei Witte, the Czarist Minister of Finance, 1891-1903. He, too, 
paraded seemingly impressive results and dubious figures, and he, too, 
was forced to exact dire sacrifices from popular welfare. Despite the 
profound dissimilarities between the Soviet system and the Witte era 
(they must go unstated here) there exists, it would seem, an underlying 
continuity, pointing to more fundamental necessities and profounder 
tragedies that backward countries with strong nationalist and imperial- 
ist tendencies must face in the precipitous development of their re- 
sources. One special difference, however, should be noted in this con- 
text. The distaste for the bitter fruits of forced industrialization, muted 
in Stalinist Russia, could frankly, although not entirely freely, be ex- 
pressed in the eighteen nineties, when Witte’s policies attained their 
full effect. The subsequent discussion of Witte’s policies and their con- 
sequence is drawn from that public protest. 


What, to begin with, were the essential features of the policies that 
went by the name of the “Witte system”? Were they different from 
those pursued by his predecessor Vyshnegradskii? Unquestionably 


* This article, the author gratefully acknowledges, represents part of a research project pur- 
sued under a Senior Fellowship of the Russian Institute, Columbia University. 
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Witte, who, on September 11, 1892, in the aftermath of the great famine 
of 1891, took over his difficult office, continued many fiscal techniques 
and economic policies of his predecessor." He always considered the 
tariff of 1891, enacted under Vyshnegradskii, the cornerstone of his sys- 
tem, withal he acknowledged all the protectionist and fiscal necessities 
that had shaped that tariff. Moreover, after some initial hesitation, 
Witte accepted and realized Vyshnegradskii’s ambition to put the ruble 
on the gold standard. Witte also adopted and furthered Vyshnegrad- 
skii’s practice of taxing the population to the utmost; for that reason 
he created the vodka monopoly. He zealously promoted the export 
trade by forcing the peasants to throw their grain on the market when 
it was cheap, by the regulation of freight rates, and a host of other 
measures. Like Vyshnegradskii, Witte played the foreign stock markets 
for the benefit of the Russian treasury. And like his predecessor he 
assiduously balanced the budget and obtained, by purposely underesti- 
mating the government revenue, a respectable yearly surplus. He con- 
tinued and strengthened the alliance between the Ministry of Finance 
and the kupechestvo, the industrial, commercial, and financial com- 
munity of Russia, an alliance symbolized by the tariff of 1891. And last 
but not least, Witte inherited, although scarcely by design, all the for- 
tuitous conditions of an upswing in the trade cycle. 

And yet, there was a novel element in the Witte system, which trans- 
formed it from a policy aiming at a balanced budget into a comprehen- 
sive economic policy which consciously covered all of Russia’s economic 
life? Vyshnegradskii’s chief ambition had been to balance the budget. 
He had accomplished it, business fashion, by tailoring government ex- 
penditures to government income, by taxing highly, and by practicing 





1 For the following see P. P. Migulin, Russkii gosudarstvennyi kredit (Russian government 
credit), Vol. Ill (Kharkov: Gagarin, 1903); V. Wittschewsky, Russlands Handels-Zoll-und 
Industriepolitik von Peter dem Grossen bis auf die Gegenwart (Berlin: E. S. Mittler und Sohn, 
1905); K. Golowin, Russlands Finanzpolitik und die Aufgaben der Zukunft (Leipzig: 
O. Wigand, 1900); A. A. Issaieff, Zur Politik des russischen Finanzministeriums seit Mitte der 
80 Jahre (Stuttgart, 1898); I. Kh. Ozerov, Ekonomicheskaia Rosstia i ieia finansovaia politika 
na izkhodie XIX i v nachalie XX veka (Economic Russia and its financial policy at the end 
of the nineteenth century and the beginning of the twentieth century) (Moscow: Kushnerev, 
1905); D. A. Lutokhin, Graf S. IU. Witte kak ministf finansov (Count S. IU. Witte as 
minister of finance), 1892-1903 (Petrograd: Tip. Dvigatel’, 1915); Stuart R. Tompkins, ‘“‘Witte 
as Minister of Finance, 1892-1903,” Slavonic and East European Review (April 1933), pp. 
590-606; T. H. Von Laue, “The Industrialization of Russia in the Writings of S. IU. Witte,” 
American Slavic and East European Review (October 1951), pp. 177-90. 

2 This was also the sound testimony of V. I. Gurko, whose judgment of the Minister of 
Finance must on the whole be taken with caution. See Features and Figures of the Past (Stan- 
ford: Stanford University Press, 1939), p. 93. 
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“a salutary caution in the expenditure of government money.” * Rail- 
way construction, for instance, made little progress during his term of 
office. In his six years fewer rails were laid than in a single good year of 
his successor’s term; in 1891, the year of the famine, only 127 kilometers 
were built.* But the famine ruined Vyshnegradskii’s policy of fiscal 
parsimony. He had squeezed the peasants so hard that they had no 
reserves left against a bad year; and he had made no effort to develop 
the resources of Russia to keep pace with her growing needs. Though 
the budget was balanced, the peasants starved and Russia remained 
poor. Witte, by contrast, looked beyond the traditional resources of the 
budget. As a railway director he had succeeded in making railways 
prosperous by tapping the economic resources of the areas they served; 
now he was elevated to his high office in order to repeat his previous 
successes on a larger scale. He was to make the government prosperous 
by developing the potential wealth of the Russian lands. 

The new point of view, which transformed the policies of the Minis- 
ter of Finance into a comprehensive economic system, was clearly set 
forth in the first Budget Report written by the new minister: 


Government economy has its limits; refusing justified claims upon government 
expenditure can inflict serious difficulties upon the normal development of the 
civil and economic life of the country. Our fatherland overflows with all kinds 
of natural riches, but it has not yet utilized those riches in any desirable degree 
for the increase of its wealth. Financial policy should not fail to pay attention to 
the undesirable effects of excessive economy in meeting the growing demand, but 
on the contrary should consider as its task giving reasonable assistance to the 
development of the productive forces of the country. Such a policy should give 
better results also in regard to the finance of the government and raise not only 
the welfare of the population but also its paying powers and increase the sources 
of government revenue. In order to attain these ends one must above all aim at 
removing the unfavorable conditions which cramp the economic development of 
the country and at kindling a healthy spirit of enterprise in accordance with the 
natural conditions and demands of our national industries.® 


In the same report Witte also stated his conviction that the govern- 
ment had the right to take the initiative in all matters relating to the 
needs of the people. In a young country with unlimited tasks but lim- 


3 Quoted from Vyshnegradskii’s Budget Report for 1889 by P. Kh. Shvanebakh, Nashe 
podatnoie dielo (Our tax affairs) (St. Petersburg: Stasiulevich, 1903), p. 13. 

4See the very useful statistical appendix in P. A. Khromov, Ekonomicheskoie razvitie 
Rossii v XIX-XX vekakh (The economic development of Russia in the 19th and 2oth centuries) 
(Gosizdat, 1950), p. 462. 

5 Quoted by Migulin, Part II, p. 8. 
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ited resources like Russia, the government should direct industry ac- 
cording to the reasons of state policy.° 

In his memorable Budget Report for 1893 Witte laid the foundations 
of national planning of Russian industries. His dominant aim was the 
creation of Russian national industries, as he believed that no modern 
state could be powerful without modern industries. A follower of 
Friedrich List, he accepted modern industries as the chief civilizing 
factor in society, as a source of prosperity to the people and power to the 
government.’ 

The means that Witte employed for the realization of his ambition 
were largely those evolved or prepared by his predecessor: the tariff, 
the gold standard, the influx of foreign capital, forced export, advan- 
tageous freight rates, and close co-operation with Russian capitalists. 
But, in line with his effort “to give reasonable assistance to the devel- 
opment of the productive forces of the country,” he added as a con- 
tribution of his own a huge public works program in the form of the 
construction of the Siberian railway and other no less significant lines.* 
Through railway construction Witte intended to expand the heavy 
industries, build up the industrial potential, particularly of southern 
Russia with its coal and iron deposits, and give employment to all sorts 
of subsidiary industries. An active program of railway expansion, justi- 
fiable on strategic, political, and economic grounds as an indispensable 
prerequisite for the development of a modern Russia, would thus serve 
both as flywheel and steering wheel of economic activity in Russia. Its 
benefits would be felt, Witte was convinced, in all phases of Russian 
life, not least in agriculture itself. He argued, as had List, that in mod- 
ern society agriculture could benefit most effectively from the rapid 
progress of trade and industry. Despite strong pressure from the public 
he took very few direct measures for the promotion of agriculture. 
Whether or not his measures benefited agriculture, there is no question 
that the phenomenal industrial boom of the eighteen nineties was not 
so much the spontaneous effect of a favorable phase of the trade cycle 


6 Lutokhin, p. 5. 

7 The influence of industries as a civilizing factor was especially stressed by Mendeleev, 
Witte’s spokesman among the public, in the preface to his work on the tariff of 1891, Tolkovot 
tarif (A sensible tariff) (St. Petersburg, 1891). Pasvolsky’s assertion that Russian bureaucrats 
were quite contented with the feudal economic system of the country and promoted industri- 
alization only in an effort to stave off bankruptcy and keep Russia a first-rate power seems 
not quite applicable to Witte. (See L. Pasvolsky and H. G. Moulton, Russian Debts and 
Russian Reconstruction [New York: McGraw-Hill, 1924], p. 39.) 

8 The decision to build the Siberian trunk line was taken before Witte was made Minister 
of Finance. Yet he carried it into action, incorporated it into a comprehensive economic policy, 
and gave it an ideological significance. 
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(although that too played its part) as of Witte’s determination to assist 
by all possible means “the development of the productive forces of the 
country.” ° 

By trying to stimulate all sides of Russian economy through the 
activities of the Ministry of Finance, Witte made himself “the respon- 
sible director of the great productive association of the Russian peo- 
ple.” *° The task which he had set himself at his accession propelled 
him inevitably along a road which in the discussions of the Association 
of Russian Trade and Industry during the early years of the First 
World War, led to a modern concept of planning. In the Secret Memo- 
randum of 1899 to the Emperor—he would never have used such lan- 
guage in public **—Witte himself anticipated that trend, as he com- 
mented on the economic changes that had occurred in Russia after 
the emancipation of the serfs: 


As a result of such fundamental transformation every major measure of the 
government more or less affects the life of the entire economic organism. The 
solicitude shown to various branches of industry, a new railroad, the discovery 
of a new field for Russian enterprise—these and other measures, even if partial 
and of local application only, touch the entire ever more complicated network 
and upset the established equilibrium. Every measure of the government in regard 
to trade and industry now affects almost the entire economic organism and 
influences the course of its further development. 

In view of these facts the Minister of Finance concludes that the country, which 
in one way or the other is nurtured by the commercial and industrial policy of 
the government, requires above all that this policy be carried out according to a 
definite plan, with strict system and continuity.!” 


9 See also A. Gerschenkron’s review of Liashchenko, An Economic History of Russia, JouRNAL 
oF Economic History, XII, No. 2, 157. 

10 Quoted from Sergius Julewitsch Witte. Ein Gedenkblatt zum 10 jahrigen Minister 
Jubilium des russischen Finanzministers, published by his staff (Berlin: Beno Kaufmann, 
1902), p. 13. 

11 The pamphleteer Cyon (Tsion) accused him of promoting state socialism and communism. 
Hence, Witte was careful to use in public the terminology of economic liberalism, to which, in 
a general way, he subscribed. See Cyon, M. Witte et les finances Russes (5th ed.; Lausanne, 
1895), p. II. 

12 Report of the Minister of Finance to His Majesty on the Necessity of Formulating and 
Thereafter Steadfastly Adhering to a Definite Program of a Commercial and Industrial Policy 
of the Empire, 1899 (hereafter referred to as Secret Memorandum), p. 2. A translation of this 
memorandum will be published by the Journal of Modern History. On close analysis the plan, 
scheduled to run for five years, is revealed as amounting to no more than the continuation of 
the high tariffs of 1891 until the renewal of the trade treaty with Germany in 1904. 

Witte never formulated an adequate theoretical foundation for the vast power of economic 
control which he exercised as Minister of Finance over Russia’s economic development. In 
1897, however, an alert young Marxist, P. B. Struve, indicated the drift of events when he 
railed against the “bourgeois-bureaucratic-socialist” planning undertaken by Witte. Witte, he 
said, was trespassing on socialist ground. See Novoe Slovo (The New Word) (April 1897), 


II, 237. 
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But even more than a degree of economic planning was involved. 
The economic regeneration of Russia which he envisaged required also 
a social regeneration; it called for the energetic and enlightened co- 
operation of the Russian people, freed from all hampering tradition. 
It was not surprising then that Witte in his Budget Report for 1896. 
heaped such praise on the capitalist virtues of initiative and speculation 
which, he said, were creating flourishing new industries. 

That kind of speculation arouses and sustains the keen intellectual force which 
guides and leads labor, capital, credit, exchange, which invents better techniques 
of production, which develops demand, finds and opens new sources of profit, 
broadens the field for national enterprise, shows ever new possibilities to entre- 
preneurs, introduces into production unexplored techniques, provides capital for 
existing enterprises—in a word that kind of speculation appears as the most 
energetic promoter of industrial progress, taking upon itself all those tasks which 
are connected with every forward step in the field of economics.’* 


He hailed the progress of capitalism not only in industry but also in 
Russian agriculture and wanted to establish the proper legal frame- 
work for it in peasant society. As a young railway official he had learned 
that national chauvinism and religious intolerance make bad business; 
later as Minister of Finance he was guided by similar wisdom. And 
finally in his last years at the Ministry of Finance, when his “system” 
was disintegrating during a protracted industrial depression, he groped 
toward the recognition that a political adjustment was needed in order 
to give reality to the economic reorganization which he considered 
essential for the survival of Czarist Russia. The bold estimate of Witte’s 
work by his friend and onetime adviser, E. J. Dillon, was not too far 
from the truth: “Witte’s method consisted of a series of economic, 
social, and political changes gradually adopted. For one thing, he 
would have educated the entire people and endeavored to qualify the 
State, or a department of it, to discharge the function of social direc- 
tion.” In “the function of social direction,” which Witte stumblingly 
and hesitantly assumed as Minister of Finance, lay both the triumph 
and the weakness of his historic role. 

No survey of the Witte system would be complete without a refer- 
ence to its propaganda efforts. The great task which Witte had set him- 
self required the support of the Russian public. From the beginning 
of his career as Minister of Finance we find him unusually alert to the 
value of publicity. Under his management the annual Budget Reports 


13 Budget Report for 1896, Viestnik Finansov (The financial messenger), No. 53 (1895), p- 
1147. 
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of the empire became instruments of public enlightenment. Through 
them Witte took issue with the criticism of his opponents; they consti- 
tute an invaluable commentary on his policies and the economic con- 
dition of Russia. Written in a layman’s language they appealed to the 
intelligence of the Russian (and foreign) reader and informed him of 
weighty problems of the national future. They tried to enlist his support 
in a great national effort. The impassioned voice of Witte could be 
clearly heard between the lines. Judging by the comments in the con- 
temporary press they were eagerly read. Some magazines reprinted 
them in toto,* others commented extensively. Of all ministers of the 
Czar, Witte alone had a politician’s feeling for public relations for the 
promotion not only of his own personal career but also of his larger 
aims and of Russian credit abroad. 

The extent of Witte’s publicity effort was impressive for its time. He 
not only saw to it that he enjoyed a good press in Russia; he organized 
Russian participation in all great world’s fairs of the time: the Chicago 
Columbian Exhibition of 1894, the Paris Centennial Exposition of 1900, 
and the Glasgow International Exhibition of 1901. For each he issued 
a splendid volume on Russian trade and industries written by the fore- 
most experts. He maintained a host of writers abroad, particularly in 
France, whose task it was to refute all attacks on his system and to 
advertise the economic advance of Russia and the attractions of Rus- 
sian investments.”° Finally he enlisted the help of the professors who 
supplied him with scientific data for his arguments and conclusions.”® 
Russian credit abroad and his own success as Minister of Finance de- 
pended on persistent efforts to disseminate the official optimistic picture 
of Russian economy.” But he also served notice that henceforth Russia 
wished to be considered economically and industrially a great power. 

14 Like Zhizn’ (Life). See also the column in that magazine entitled “Khronika vnutrennei 
zhizni” (“Chronicle of domestic affairs”) (January 1901), p. 382, stressing the significance of 
the budget reports as documents on domestic policy. 

15 A creditable example of such publicity is A. Anspach, La Russie économique et l’oeuvre de 
M. de Witte (Paris: Le Soudier, 1903). 

16 One such publication, A. I. Chuprov, ed., Viiianie urozhaiev i khlebnykh tsen na 
nekotoryia storony russkago narodnago khoziaistva (The influence of harvest and grain prices 
upon some aspects of Russian economy) (St. Petersburg, 1897), was intended to prove Witte’s 
contention about the advantages of low grain prices but aroused much bitter opposition. 
Practically all economists ridiculed its conclusions. 

17 The extent of Russian industrial expansion in the Witte period as measured by recent 
‘studies is not a subject of this paper. Figures may be obtained from A. Gerschenkron, “The 
Rate of Industrial Growth in Russia since 1885,” JouRNAL oF Economic History, Supplement 


VII, 1947; L. Mendel’son, Ekonomicheskiie Krizisy i tsikly XIX veka (Economic crises and 
cycles in the 19th century) (Ogiz, 1949), and Khromov, Ekonomicheskoie razvitie Rossii. 








432 Theodore H. Von Laue 





II 


While the Minister of Finance thus sought to advertise and justify his 
system, the Russian public remained doubtful or even grew hostile. 
From the beginning of his ministerial career Witte had faced bitter 

2% ° 18 
opposition. At first it was confined to the pamphleteer Cyon.** But 
already in 1896 the Third Congress of Russian Trade and Industry, 
held at Nizhni Novgorod, voted against Witte’s policies.” At the 
time of the adoption of the gold standard (1897) the majority of the 
State Council, the highest legislative body of the empire, had warned 
of the dire consequences of Witte’s policies for the welfare of the rural 
population and the balance of payments of the empire. While the indus- 
trial boom of the nineties lasted, Witte was able to brush off lightly 
these criticisms. But after the outbreak of the industrial depression in 
1899 the opposition redoubled its efforts. In February 1899 even the 
Emperor turned, although only for a brief moment, against Witte’s 
economic policy.”” Through Witte’s quick efforts the opposition of the 
Emperor was overcome. Yet within the government and among the 
public the criticism of Witte’s economic policies mounted steadily until 
August 1903, when he was forced to give up the Ministry of Finance. 

As an advocate of rapid industrialization with the help of high tariffs 
and the influx of foreign capital Witte antagonized not only all 
agrarian interests from the narodniks on the left to the agrarian ex- 
porters on the right but also the nationalist industrialists. Witte’s most 
dangerous enemies in this coalition were those who had access to the 
Court, including the grain exporters and the nationalists of Katkov’s 
school. They employed some clever and well-informed pens.” 

18 Cyon, originally a professor of physiology, had been sent by Vyshnegradskii to Paris as 
agent of the Ministry of Finance, but had been dismissed because of some financial irregulari- 
ties. Ever thereafter he attacked the Ministry of Finance, speaking, so he claimed, as the 
successor of Katkov. 

19See Trudy vysochaishche uchrezhdennago vserossiiskago torgovo-promyshlennago s’ezda 
1896 g v Nizhnem Novgorode (Transactions of the all-Russian congress of trade and industry 
held 1896 in Nizhni Novgorod) (St. Petersburg, 1897) for the plenary session of August 14. 
On that day an unpremeditated parliamentary debate on the ‘“‘Witte system” took place. The 
subsequent vote was 140 to 63 against Witte. 

20 This opposition was the occasion of Witte’s Secret Memorandum. 

21 They included not only the unprincipled Cyon, but the more respected Sergei Sharapov, 
who edited from 1897 to 1899 (until bought out by Witte) the weekly Russkit Trud (Russian 
Labor), a good example of Slavophile economic journalism. Among its contributors the 
economists Butmi and particularly Ol’ (whose work was eventually published by the Soviets) 
stood out prominently. Within the bureaucracy P. Kh. Shvanebakh, an influential member 
of the Soviet of the Ministry of Finance and later State Comptroller, set forth similar views. 


In the writings of these men the attack on the Witte system found its arsenal of fact and 
argument. The subsequent analysis is largely drawn from their evidence. 
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There was no lack of damaging charges that could be brought against 
the Minister of Finance. It was said, for instance, that the statistics of 
industrial production which Witte had presented in his Budget Report 
for 1897 were rather exaggerated. In that report he had written that 
the annual product of Russian industries was valued at about two 
billion rubles, whereas that of agriculture amounted only to one billion 
and a half. As they stood, these figures did not allow closer scrutiny; 
the information upon which they were based was not submitted; yet 
they were not accepted by Witte’s critics.” More detailed study of spe- 
cific data as given in official publications aroused still greater doubt of 
the validity of Witte’s claims. In the Handbook for the Department for 
Trade and Industry (a department in the Ministry of Finance), edited 
by Blau in 1896, the value of all cotton goods produced annually was 
given as 531 million rubles. Upon closer inspection of the methods by 
which this figure was obtained, it turned out that the full value of the 
raw material, of the semifinished goods, and of the finished articles 
had simply been added together.” In the Statistical Survey for 1897 
(published in 1900) ** the accounting mistake was admitted in a foot- 
note, but the figure was upheld, as it was said that the cotton manu- 
facturers had belittled their output in order to escape taxation.” In the 
Budget Report for 1900 the original figure from Blau’s Handbook was 
cited again. Yet according to calculations made by Sharapov, the real 
value of the cotton goods produced annually was only 266.6 million 
rubles, half of the official figure.” The methods used in compiling the 
statistics of the cotton industry, it was asserted, had also been applied 
to evaluate the output of the Russian machine-building industry; the 
value of coal, steel, etc., had been added in full to the market value of 
the finished machines.” In short, the official figures for the industrial 
output, of which Witte had boasted, were found vastly inflated. Con- 
versely, the inferiority of agriculture had not been so great as Witte 
assumed. According to Taburno, the value of the agricultural product 
in 1901 was 3.4 billion rubles and that of industry 3.9 billion. But as this 


22 One of them, more adept at criticism than economics, asked how Russian agriculture, out 
of its earnings of 1.5 billion rubles, should not only feed itself but also pay for two billions in 
domestic goods (none of which, practically, were exported) and for a considerable volume of 
imported goods as well. Quoted from Biriukovich by Wittschewsky, p. 279. 

23 Reported from G. Butmi, Itogi finansovago khoziaistva s 1892 p 1903, by P. Rohrbach, 
“Das Finanzsystem Witte,” Preussische Jahrbticher, No. 109, p. 103. 

24 Svod dannykh o fabrichno-zavodskykh predpriiatiiakh v Rossii za 1897 (Statistics on 
manufacturing enterprises in Russia for 1897) (St. Petersburg, 1900) footnote, p. 270. 

25 As reported by Wittschewsky, p. 278. 

26 Rohrbach, p. 104. 

27 Wittschewsky, p. 278. 








434 Theodore H. Von Laue 





latter figure contained the duplications mentioned above, the real value 
was said to be nearer three quarters of that figure, which thus gave the 
lead still to agriculture.”* 

Witte’s statistics on increased consumption were found equally un- 
trustworthy and misleading. The official Statistical Survey for the Fac- 
tory Industry, 1892-1900 had claimed, for instance, an increase in 
the consumption of cotton goods from 3.16 pud * per head to 4.32 in 
the years 1892-1900, for iron and steel products from 0.54 to 0.99 pud, 
for anthracite from 4.28 to 8.53, and for pig iron from 0.58 to 1.36 pud. 
But it was pointed out that except for cotton goods the increase hardly 
benefited the consumer, as practically all production of heavy industries 
was absorbed by railway construction.** And regarding the slight in- 
crease in the consumption of cotton goods, it was argued that this was 
caused rather by a shift of a part of the population from the home- 
spun of the seli*sufficient village to the exchange economy of the towns 
and represented no real improvement. The economist Butmi checked 
the official figures on the consumption of cotton goods against the fig- 
ures of raw cotton available to Russian mills and found that at least 
between 1892 and 1899 the consumption of raw cotton per head had 
actually declined. If there had been an increase in the consumption of 
cotton goods, it had been at the expense of their cotton content; that is, 
of their quality.*” As for the consumption of sugar, the government 
claimed an increase of 2.92 pounds per capita; Butmi only of 0.9 pound. 
Of tea there seems to have been a slight real increase; but it was again 
explained away by the shift to urban consumption. The consumption 
of kerosene was claimed by the Budget of 1902 to have grown by 28 
per cent between 1892 and 1900. Butmi, basing his investigations on 
figures released by the collector of indirect taxes, found an actual de- 
cline by 4.9 per cent between 1893 and 1899. Witte officially denied the 
accuracy of Butmi’s findings but did not submit the more reliable fig- 
ures which he said he had in his possession.** In short, Witte’s oppo- 
nents concluded that there had been no noticeable improvement of 
popular consumption, even during the boom years of the nineties.** 


28 Ibid., p. 280. 

29 As quoted by Wittschewsky, p. 283. 

30 One pud equals 36.1 pounds. 

31 Ozerov, p. 118, wrote that in 1900 only 14 per cent of the iron and steel produced in 
Russia reached the population in form of consumers’ goods. 

32 Rohrbach, pp. 105 ff. 

33 Ibid. 

34In another controversial field, the influx of foreign capital, Witte’s figures and arguments 
revealed a similar tendentiousness. He argued in the Secret Memorandum for the overriding 
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The severest criticism, however, was leveled against Witte’s budgets 
and his boasts of their constant growth and their soundness. Were they 
based on the prosperity of Russia or were they merely an exercise in 
juggling figures for appearance’s sake? 

Let us look first at Witte’s claims that the increased tax yield repre- 
sented higher levels of consumption. Of an actual increase in the tax 
revenue there could be no doubt. It had risen from 701.8 million rubles 
in 1892 to 1,040 million in rgor.*’ But neither could there be any doubt 
that the tax burden had also increased. Miliukov pointed out that it had 
been raised between 1883 and 1892 by 29 per cent, while the population 
increased only 16 per cent. Between 1893 and 1902 the tax burden had 
risen by 49 per cent, while the population increased only 13 per cent.*® 
More specifically, between 1889 and 1902 the tax on sugar had been 
increased by 106 per cent, on matches 100 per cent, on kerosene 50 per 
cent.*’ As these figures proved, the indirect taxes had risen tremen- 
dously, 108 per cent, it was said, between 1881 and 1901; five sixths of 
the tax revenue was drawn from them by 1900.** And while Witte con- 
tinued to argue that they were paid only by those who could afford 
them, his critics showed convincingly that many taxed items consti- 


necessity of resorting to foreign capital for the industrialization of Russia and discounted the 
fear that Russian industry might be exploited unduly by foreign interests. Foreign capital, he 
wrote in the Secret Memorandum of 1899, constituted only one third of all new capital in- 
vested in joint stock companies in Russia, and only one fifth or one sixth of all new capital 
invested annually in all Russian industry. He called that a small leaven introduced in order 
to stimulate the sluggish energies of the Russian industrial community. Furthermore he 
asserted that the larger portion of the foreigners’ earnings went to Russians; that foreign 
capital made existing Russian capital cheaper; and that it was immeasurably more advantageous 
to import capital than goods. Russia was no China, he fulminated; the resources of Russia could 
not be sold to foreigners. His opponents (for instance V. I. Gurko, Ustoi narodnago khoziaistva 
Rossti [The foundations of Russia’s economy] [St. Petersburg: A. S. Suvorin, 1902], pp. 76 ff.) 
asserted that the foreigners who invested in Russian industry only wanted their profits and did 
not care for the development of Russia. It often happened that when they had made their for- 
tune they let their enterprises collapse; occasionally they only wanted to speculate on the stock 
market and never came to Russia personally. Or like so many Russian enterpreneurs, they 
spent their profits abroad rather than reinvest them in Russia. And if it was true that foreign 
capital amounted to only one third of all industrial investments in Russia, according to figures 
drawn from an officially inspired investigation (B. F. Brandt, Inostrannyie kapitaly [Foreign 
capital] [St. Petersburg, 1899], quoted by Mendel’son, p. 692), at the end of the century it 
still owned 54 per cent of all the joint stock companies in Russia. In the heavy industries, which 
arose so phenomenally in the 1890’s, it constituted even 74 per cent. With the exception 
of one or two enterprises all southern metallurgical works constructed in the nineties belonged 
to foreign stockholders, who thus controlled a significant part of the very industries of whose 
progress Witte had been so proud. 

35 Shvanebakh, p. 19. 

36 P, Miliukov, Russia and Its Crisis (Chicago: University of Chicago Press, 1906), p. 442. 

37 Quoted from Butmi by Rohrbach, p. 99. 

38 Shvanebakh, p. 31. 
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tuted part of the peasants’ household economy, such as tea, vodka, 
matches, and kerosene. 

The famous vodka monopoly, one of the major accomplishments of 
the Witte administration, was again a highly controversial topic. The 
official explanation for its creation, much advertised by Witte, was a 
humanitarian and moral one: it was designed to curb drunkenness. 
In connection with it, tearooms and reading rooms were opened under 
the patronage of members of the imperial family. Few students of the 
Russian taxation, however, were deceived by this flimsy camouflage of 
an obvious fiscal necessity. By taking the manufacture and sale of 
vodka under state management, the Ministry of Finance succeeded in 
augmenting by one fourth its revenue from the former impost on the 
sale of vodka, while according to all contemporary testimony no change 
in the frequency or intensity of drunkenness could be observed.** For 
the consumer the result was a slight rise in the price of vodka, which 
fell as another burden especially upon the peasants who would not dis- 
pense with the liquor.*° Furthermore, the significant increase in govern- 
ment revenue was not entirely an absolute gain, as it deprived certain 
local administrative bodies, such as the peasant volost, of the revenue 
derived from the licensing of taverns. In other words, the government 
appropriated a tax source from local authorities, at the expense of the 
services performed by these local bodies. ; 

Of the effects of such intensive resort to indirect taxes (not to men- 
tion the tariff, another form of indirect taxation), more will be said 
subsequently. Suffice it to observe now that Witte’s confident interpre- 
tation of the growth of his tax income could hardly be justified. As 
Professor Khodskii had said at the Nizhni Novgorod congress, in many 
cases the extreme taxation of an item of popular consumption had led 
to the curtailment of the demand for it.** In short, the increased tax 
yield did not represent greater public well-being. 

In regard to the soundness of Witte’s budget, critical analysis of the 
income other than from taxes led to some very damaging results. 
Shvanebakh, scrutinizing the budget for 1900,*" found that among 
certain nonrecurrent sources of income, valued at 127.2 million rubles, 
several were entirely fictitious and others considerably exaggerated. He 
thus reduced the entry to 85 million rubles. He furthermore checked 





39 Ibid., p. 59. 

40 In his Memoirs (Vospominaniia [Berlin: Slovo, 1922], I, 74), Witte accused his successor 
Kokovtsov of starting the bad practice of using the vodka monopoly for fiscal purposes. 

41 Trudy, Vol. I, session of August 14. 

42 Shvanebakh, chap. ii, passim. 
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the figures given for the revenue from state enterprises, state railways, 
post and telegraph, state forests, and the vodka monopoly, the total 
revenue of which was listed as 597.6 million rubles. Upon examina- 
tion it turned out that the 374 million rubles listed as revenue from the 
state railways consisted entirely of operating costs. As a matter of fact, 
the state railways had had a deficit of 31.6 million rubles. In a similar 
manner Shvanebakh calculated the net revenue from post and tele- 
graph at 15 million (instead of 50 million), from state forests at 40.4 
million (instead of 55.7 million), and from the vodka monopoly at 
30.3 million (instead of 117.9 million). The relatively high net profit 
of the state forests, he discovered, was the result of unpardonable 
parsimony in their upkeep, for which future generations would have 
to pay. At the end, Shvanebakh had reduced Witte’s impressive figure 
of 597.6 million rubles to a mere 54.2 million. Adding this figure to 
the 85 million from other sources mentioned above, he obtained the 
sum of 139.2 million rubles instead of Witte’s 724.8 million. The total 
revenue recorded in the budget for 1900 had thus shrunk from 1,704.1 
million rubles to 1,114.2 million. It was no wonder, therefore, that the 
impressive increase in government revenues claimed by Witte was re- 
ceived with grave mistrust by his enemies. Sharapov thus found that the 
official figure for the increase of revenue, given as 73 per cent between 
1890 and 1900, should be pared down to a mere 22 per cent.** And that 
small rise was easily explained by the increase in taxation that had 
taken place in the meantime. 

It is difficult to evaluate the results of these and other critical analyses 
of Witte’s figures.* They were undertaken by men who were as par- 
tisan as Witte himself; their interest was to belittle his accomplishment 
and to prove the continued misery of the mass of the Russian people. 
Yet whatever the reliability of their counterclaims, they established be- 

43S. Sharapov, Dve zapiski Sergeia Sharapova o russkykh finansov (Two notes by Sergei 
Sharapov on Russian finance) (Berlin: V. Stankevich, 1901), chap. ii, Parts IX and X. 

44 The low standard of technical perfection in the matter of statistics and figures even 
among the foremost and presumably most competent authorities in Imperial Russia seems 
truly incredible. For instance, the economist Butmi made in one of his attacks upon the Min- 
ister of Finance a bad blunder in a simple subtraction. But the blunder was not discovered by the 
scribes in Witte’s department who wrote an official refutation. The official statistics on railway 
operations for the year 1896 included by mistake the revenue of a private railroad. The census 
of 1897 counted 16 million inhabitants of 865 towns and cities. But the previous year the same 
agency which compiled the census, the Central Statistical Committee attached to the Ministry 
of the Interior, had given the figure for towns and cities as 945, not including many smaller 
settlements of an urban nature. Other sources asserted that in the census of 1897 towns of 
10,000, 15,000, and even 25,000 inhabitants had been overlooked. One can imagine the 


difficulties of industrialization in a country where such carelessness prevailed even at the center 
of the government. 
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yond doubt that Witte’s imposing figures had a hollow ring. The 
revenue of the Russian empire was not as large as it appeared from 
the government’s statements. The truth, indeed, was admitted by the 
economist Migulin, one of Witte’s spokesmen: no matter how skill- 
fully masked, the budget always faced a deficit, which was covered 
by foreign loans officially designated for railway construction but in 
fact required for fiscal reasons.*° 

Unfortunately the position of a Russian Minister of Finance, as well 
as of Russian credit abroad, made such window dressing indispensable. 
Witte would not have lasted so long in office if he had not disguised so 
well the hardships of the transition period in an era of rapid industrial- 
ization. 

Before long the criticism of Witte’s figures, which rose in a steady 
crescendo after the outbreak of the depression and was hardly checked 
by the censor, was heard officially within the government. Witte’s 
bitterest detractors, the extreme Slavophiles of Sharapov’s circle, had 
long tried to enlist the support of the State Comptroller, whose task 
it was to watch over the accounts of most branches of the government. 
While T. I. Philippov was State Comptroller the criticism of Witte in 
his official reports to the Emperor had been mild and restrained.** But 
when in 1899 General of the Infantry Lobko assumed that post, his 
office became the center of Witte’s reactionary enemies. Behind the 
closed doors of the government Lobko made it his business to puncture 
the inflated claims which Witte advanced. He did so very effectively 
on January 10, 1902,*" during the final hearings on the budget for 
1902 in the plenum of the State Council. The Minister of Finance had 
just referred, in celebration of his tenth year in office, to the large cash 
reserve in the treasury as proof of the brilliant financial condition of 
the government, when Lobko curtly announced that according to his 
calculations the cash on hand resulted merely from the French loan 





45 Migulin, p. 379. This devastating conclusion by a competent authority lent substance to 
Witte’s cynical remark reputedly made to A. A. Suvorin, the editor of Novoe Vremia, apropos 
of Vyshnegradskii’s budgets: ““You take these budgets and their surpluses seriously? But they 
are only simple writing exercises. One moves the figures according to need sometimes from 
left to right, sometimes from right to left. But in reality the treasury does not have a kopek.” 
Quoted by Cyon, p. 221. 

46 There had been disagreement over the effects of the exhibition of Russian trade and in- 
dustry at Nizhni Novgorod. Witte had called it a great success, Philippov a costly failure. See 
the Vsepodanneishehii Otchet Gosudarstvennago Kontrolera za 1896 (The report of the State 
Comptroller for 1896) (St. Petersburg, 1897), pp. 76 ff., and Witte’s account in the Budget 
Report for 1897. 

47 Al] dates in this paper are given according to the Gregorian rather than the Julian calendar, 
then still prevailing in Russia. 





The Witte System in Russia 439 


recently contracted.** Still more dramatic was the session of the State 
Council a year later on January 11, 1903, when the budget for 1903 was 
examined. Witte had proudly reported that his budget now had passed 
the two billion mark and that the government’s expenditures, which 
he had succeeded in covering by a corresponding increase in revenues, 
had almost doubled in his ten years as the Ministry of Finance (from 
1,050.0 million rubles to 2,071.7 million). Whereupon the State Comp- 
troller submitted his own analysis which showed that Witte’s con- 
clusions had been based on figures that were not comparable. Accord- 
ing to his own statistics the increase in government expenditures had 
been only from 946 million rubles to 1,348 million; that is, 42 per cent 
instead of the nearly 100 per cent claimed by Witte.” 

The same session of the State Council gave a resounding demon- 
stration of the decline of the “Witte system.” Witte, who had always 
maintained an optimistic front, was now forced to admit, at least in the 
relative secrecy of the State Council, that after three years of the in- 
dustrial depression and a decade and more of an endemic agricultural 
crisis “the paying powers of the population” were exhausted. Not that 
he blamed his own work for this; the reason lay in the construction of 
strategical railways insisted upon by Kuropatkin, the Minister of War. 
Now he pleaded that all government departments should exercise the 
strictest economy, because further taxation was inadmissible. This had 
also been the conclusion reached by Vyshnegradskii before his fall. 
After ten years of the Witte system, which, it will be remembered, 
was designed to increase the paying powers of the population, Russia 
had not escaped from the old impasse. Witte had finally come to face 
the obstacle that his opponents had always quoted against him: “the 
exhaustion of the paying powers of the population,” which in con- 
temporary parlance was synonymous with the misery of the Russian 


peasantr y- 





ITI 


It is not the purpose of this paper to discuss the details and the 
extent of the deep-seated crisis of Russian agriculture at the end of the 


48 “Iz Dnevnika Polovtseva” (“From the diary of Polovtsov”), Krasnyi Arkhiv, No. 3, entry 
for December 29, 1901, p. 106. 

49 The official record of this meeting was smuggled out of Russia and published by P. 
Struve in Germany, Finanzminister Witte und der russische Reichsrat tiber die Finanzlage 
Russlands. Protokoll der Plenarsitzung des russischen Reichsrats vom 30 Dezember 1902 (Stutt- 
gart: Dietz, 1902). See also the entries in Kuropatkin’s and Polovtsov’s diaries for that date. 
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nineteenth century. Suffice it to say that contemporary economic litera- 
ture abounded with heart-rending descriptions of the appalling under- 
nourishment in the famine areas, of hopelessness, stagnation, igno- 
rance, and poverty in the villages throughout Russia but particularly 
in the central black-soil provinces. And even where conditions, by 
Russian standards, had improved, they were found to be far behind 
those of western Europe. 

The reasons for such misery stood out clearly to most contemporary 
economists. Russian agriculture suffered partly from the decline of the 
grain price in the world market, but partly also from its inability to 
adjust itself to the new conditions of capitalist economy. It had neither 
the intelligence nor the means to improve its methods by its own 
initiative. It was caught helplessly between a falling income and high, 
sometimes rising, prices for manufactured goods.” Its slightest sur- 
pluses were ruthlessly taxed away by the state, which spent every 
kopek for heavy industries and railways which at the time had only a 
very remote connection with the peasant market. Witte’s frequent 
denials notwithstanding, the government made no serious effort to 
improve the conditions of the peasants, although occasionally it made 
a minor concession in the payment of the tax arrears, or in the forms 
of tax collection.” It took no steps to uphold the grain price by buying 
up grain stores and providing storage facilities. It did not further 
popular education in the village, nor build roads for local transporta- 
tion, nor provide cheap credit for the needs of the rural population. 
Even the measures that Witte eventually proposed for the improvement 
of peasant economy, the legal change in their status which implied 
the abolition of the commune, relied for any results on the initiative 
and scant resources of the peasants. At the most the government under- 
took investigations. After having established a Special Conference on 
the Needs of the Landed Nobility in 1897” it created in the fall of 
1899 a Special Conference under V. I. Kovalevskii to study the impov- 
erishment of the central black-soil regions. In November 1901 this con- 
ference, which had accomplished nothing, became the Special Confer- 





50D. A. Timiriasev of the Ministry of State Domains and Agriculture, speaking at the Third 
Congress of Russian Trade and Industry, asserted the grain prices had fallen 27 per cent be- 
tween 1893 and 1896, while the price of metal products had risen 13 per cent in the same 
period. Even then, it seems, there existed a “‘scissors crisis.” 

51 Witte’s assertion that he was much concerned as Minister of Finance with peasant welfare 
(Vospominaniia, I, chap. xxxii, passim) must be treated with considerable caution. He promoted 
greater mobility of peasant labor; yet there is no evidence of government support of peasant agri- 
culture as advocated by Zemstvomen. 

52 It lasted from 1897 to 1902. In his Memoirs Witte gives wrong dates (1895--1898). 
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ence on the Impoverishment of the Center under V. I. Kokovtsov; © it 
did not hold its first meeting until October 1903. At last, in February 
1902 the Special Conference on the Needs of Agriculture * was 
founded, of which Witte was made chairman. Its work attracted much 
attention, but its conclusions were not carried out until the revolution 
of 1905 and after. The prevailing opinion, vainly combated by Witte, 
was that industrialization impoverished the peasant, or at least pre- 
vented any improvement of his position. The resources of the govern- 
ment, it was argued, should have been spent on the promotion of agri- 
culture, the primary source of income for the Russian people. 

The deplorable state of Russian agriculture was in itself a grave 
charge against the minister who had made himself “the responsible 
director of the great productive association of the Russian people.” But 
it appeared in a still more serious light if seen in relation to the “Witte 
system” and the promotion of industrialization. How could Russian 
industries be expected to prosper if there was no mass market for their 
products? 

The huge public works program, which Witte, in contrast to his 
predecessor, had undertaken in order to stimulate Russian economic 
life, depended for its progress not upon domestic revenues but upon the 
continuation of foreign loans. When the international complications of 
the late nineties, the Fashoda crisis, the Spanish-American War, the 
Boer War, and the Boxer rebellion, curtailed the international money 
market; the railway construction and the attendant industrial boom in 
Russia also came to an end.*” And when the state orders ceased, Russian 
industry, which had hitherto depended so largely upon them, had no 
internal market to fall back upon. The industrial stagnation, although 
world-wide, became a serious industrial depression in Russia, because 
Russian industries had grown without any relationship to the domestic 
consumer. The development of the market had not followed the pace 
of state-fostered industrialization. In this way, the depression seemed 
to justify the dire predictions which narodnik writers like Vorontsov 
and Daniel’son had made for decades about the fate of capitalism in 

53 The full Russian title was Kommissiia po izsledovaniiu voprosa o dvizhenii c 1861 po 
1900 g blagosostoianiia sel’skago naseleniia sredne-zemledel’-cheskykh gubernii sravnitel’ no 
s drugimi miestnostiami evropeiskoi Rossii. 

54 The Russian title was Osoboie soveshchaniie o nuzhdakh sel’skokhoziaistvennoi promy- 
shlennosti. 

55 This is the explanation generally accepted by Russian authorities on this subject. Witte, 
and the Russian Government, had no difficulties raising loans, even if the economic conditions 


of Russia did not seem very auspicious. Anyway, the depression started only after the shortage 
of capital in the international money market had begun. 
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Russia, and refuted the Marxist analysis about the development of the 
Russian market. After 1899 the narodnik argument that Russian cap- 
italism could not prosper because it had no domestic market, although 
modified by the recognition that Russian capitalism had come to stay, 
was very much in the foreground of the attack on the Witte system. 

It was General Lobko, the State Comptroller, who soon pleaded this 
doctrine in his annual reports to the Emperor. In his report for 1900,”° 
printed with the Emperor’s comments in May 1901, he commented 
briefly on the world-wide depression, which had hit Russia with 
special intensity because the growth of her industries had not been 
paralleled by the growth of the purchasing power of the domestic mar- 
ket. A year later, when the crisis had deepened, he returned to this 
question with a lengthy charge: 





At present there is no more doubt that the crisis is caused by the artificial and 
excessive growth of industry in recent years. Industry, based on the protective tariff, 
extensive government orders, and the speculative increase of cheap foreign 
capital, grew out of proportion to the development of the consumers’ market, 
which consists chiefly of the mass of the agricultural population, to which 80% 
of our population belongs. An entirely sound existence for industry is guaranteed 
only by a corresponding development of the domestic market representing a 
sufficiently broad and constant demand for manufactured goods. That condition 
is particularly important for a young industry developing under the influence 
of protective tariffs, as it is in no position to count on the international market. 
Furthermore, the economic condition of our agriculture cannot be called satis- 
factory. The strenuous efforts of the government to plant industries has not been 
accompanied by equally intensive measures for the support and raising of the 
agricultural base of the welfare of the Russian people. In view of the inadequacy 
of the government measures the negative sides of the protective system show up 
all the more strongly in the agricultural population. The chief burden of that 
system lies undoubtedly upon the agricultural mass, seriously impairing its pur- 
chasing power..It has to bear almost the entire burden of direct and indirect 
taxes. As a result the demand of our domestic market cannot keep up with the 
excessive growth of our industry. The equilibrium between industry and the 
domestic market has been destroyed and with it the basis of successful economic 
development. This, according to my deepest conviction, constitutes the chief 
cause of the present difficulties. 


What Lobko stated so emphatically in May 1902’ was indeed the pre- 
vailing opinion of the time. Everywhere the same complaints of the 


56 Vsepodanneishchii otchet gosudarstvennago kontrolera za 1900, Gosudarstvennaia tipogra- 
fiia (St. Petersburg, 1901), p. 64. The State Comptroller’s reports, although printed, were not 
available to the public. 

57 Vsepodanneishchii otchet ... 2a 1901, p. 55. The same charge was repeated in the 
Comptroller’s report for 1902, which, incidentally, was highly critical of Witte’s actions in 
other fields as well, with the Emperor’s agreement expressed in marginal comments. 
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Witte system were heard. The State Council had long been convinced 
of their justice. Even Polovtsov, an important member of the State 
Council, and Kuropatkin, the Minister of War, who at that time were 
friendly to Witte, spoke to him about his mistaken policies; the latter 
in addition deplored the deteriorating physical conditions of rural re- 
cruits.”® The industrialists too took up the cry and blamed the minister 
for their troubles.”® The “local people” called into consultation by the 
Special Conference on the Needs of Agriculture voiced the dissatis- 
faction with the Witte system at the grass roots level.®° It is no exagger- 
ation to say that the discontent against it was part of the rising popular 
agitation against the autocratic regime. And as if to drive home the 
charges against Witte, in the spring of 1902 the peasants rose in revolt 
in the very areas of Poltava and Kharkov, which were among the worst 
hit by the agricultural crisis. 

At the end of his career as Minister of Finance Witte faced a bitter 
indictment of his economic policies from practically all groups of 
Russian society. For the sake of rapid industrialization, it was said, he 
had vastly increased both Russia’s foreign debt and her dependence 
upon foreign creditors in the future; her foreign debt was the largest 
held by any government in the world. In order to facilitate the influx 
of foreign capital he had introduced the gold standard at great cost to 
the Russian people, perpetuating thus, in order to prevent the outflow 
of gold, the necessity for an excessively high tariff." And, in order to 
support his pet industries, Witte taxed the population to exhaustion, 
absorbed the savings from local savings banks into the treasury, and 
curtailed badly needed social and cultural services. He thus sapped the 
initiative of the Russian peasants, kept them in their primitive condi- 
tion, ruined their health, denuded their forests—all in order to con- 
struct a huge network of poorly built, often wasteful railways and 

58 “Dnevnik A. N. Kuropatkina” (“The diary of A. N. Kuropatkin”), Krasnyi Arkhiv, Ml, 
iii Pp. 403. 

60S. N. Prokopovich, Mestnyie lindi o nuzhdakh Rossii (Local people or the needs of 
Russia) (St. Petersburg: E. D. Kuskovoi, 1904), pp. 145 ff. This evidence refutes Witte’s as- 
sertion (Vospominania I, p. 477) that the “local people’ did not attack his policies. 

61 This tariff, his critics asserted, could hardly be called a protective tariff. It impeded the 
course of normal industrial development; it taxed essential resources of Russian industry, 
cotton, coal, or machines; it offered a shelter for inefficiency and lethargy; it promoted 
monopolies and cartels; it led to a fatal concentration of industry in a few large combines 


rather than dispersing it in smaller units over the country; it built up the periphery of 
Russia at the expense of the center; etc. 
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heavy industries to support them, none of which stood in any profitable 
relation to the consumers and their crying needs. Such system could 
end only in the utter ruin of Russia. 





IV 


The political consequences of the upsurge against the Witte system 
are not within the scope of this paper. But it is necessary to ask in 
conclusion why Witte so long defied the pressure of public opinion 
and ignored the widespread concern for the well-being of the Russian 
peasant population. To be sure, he readily conceded that the protection- 
ist system exacted heavy sacrifices particularly from the agricultural 
population. They paid for Russian industrialization, he wrote in the 
Secret Memorandum of 1899, not out of a surplus but out of current 
necessities.” But he never took so serious a view of these sacrifices as 
his opponents; to him they constituted not an indictment of his system 
but an incentive for it. The reason for this reaction lay only partly in 
the fact that as a man trained in railroad affairs he was not familiar 
with peasant conditions. More important, it was conditioned by his 
estimate of the required tempo of Russian industrial development. The 
crux of the controversy over the Witte system lay in the question of 
tempo: how rapidly must and can Russia develop her industries? All 
the other problems, the tariff, foreign capital, taxation, etc., were of 
secondary importance. 

Witte’s opponents started from the narodnik premise that the de- 
velopment of industries, which most of them accepted as indispensable, 
should proceed organically, as it had in England.® The creation of an 
adequate market should precede the creation of industry. They wished 
to build up the domestic purchasing power by improving agriculture 
and fostering the handicraft industries, hoping that both would expand 
side by side until the market could support crafts that had grown into 
large industrial enterprises. They would expand local credit facilities 
to enable the peasants to rationalize and improve their economy; and 


62 The influx of foreign capital, Witte argued there, was necessary to alleviate the sacrifices 
borne by the rural population. Witte disapproved an income tax in order to encourage the 
accumulation of native capital. Yet industry and commerce did not entirely escape taxation. 
Contemporary opinion agreed, however, that the main burden was borne by the rural popula- 
tion and that Witte opposed the taxation of Russian trade and industry in order to encourage 
the accumulation of native capital. 

63 See particularly Ozerov, p. 67. 
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they would appropriate funds to expand the network of local high- 
ways. In short, they would build Russian prosperity slowly, from the 
bottom up, relying largely on Russian resources of skill and ingenuity. 
To be sure, they disagreed among themselves over the extent and the 
nature of the help that might be drawn from western Europe. The ex- 
treme nationalists of Sharapov’s circle wanted to exclude the outside 
influences altogether. The liberals of Ozerov’s stamp hoped for the 
gradual assimilation of European ways as part of the economic advance 
of Russia. Yet both were agreed that the tempo of industrialization 
under Witte was too fast and that the cost to the consumer and to the 
well-being of the Russian people was too excessive. 

Witte, on the other hand, took the opposite course. He argued that 
the Minister of Finance was committed to rapid industrialization. “One 
can differ,” he wrote in his Budget Report of 1897, “over the question 
which is preferable: the intensive development of industry over a short 
time or a weaker and thus also considerably slower forward move- 
ment? But one cannot deny that once the government adheres to the 
protective system in the course of a rather lengthy period and with 
undeviating strictness and determination, any premature interruption 
of it would be a serious political mistake and cause deep tension in the 
economic organization of the country.” Rapid industrialization once 
undertaken could not be interrupted. He spoke the truth when he im- 
plied that the decision over the tempo was not really his; it had been 
made by Alexander III and the men who designed the tariff of 1891. 
And even that generation had been propelled on its course, as Migulin 
pointed out,® by the policy of Alexander II and his Minister of Finance, 
Reitern, to build Russia’s railways with the help of foreign capital. 
“Of course, gradual development out of our own resources,” Migulin 
continued, “and work with the help of the savings accumulated by our 
own labor proceeds more cheaply and has more lasting results. But 
time does not wait; life goes full steam ahead. Even so we are behind all 
western peoples; and by walking slowly one does not go far, despite 
our proverb to the contrary. We have to live in a more rapid tempo 
and, whether we want to or not, we must resort to the services of for- 
eigners.” Kankrin, he said, had been the last Russian Minister of 
Finance who could afford to proceed slowly and soundly. After the 
Crimean War Russia could no longer tarry, unless she wanted to fall 
behind again. “But a great nation cannot wait”—that was the pas- 
sionate appeal of Witte, repeated in his Budget Reports and speeches; 

64 Migulin, p. 324 ff. 
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“a modern great power had to have modern industries.” As a young 
railroad official in Odessa, the most capitalist and open-minded city 
of the empire, he had absorbed from the railroad kings of the seven- 
ties the spirit of modern technology. He saw far more prophetically 
than any other dignitary in the government the necessity of indus- 
trialization, if Russia were to continue to play the part all her leading 
men assigned to her. In this view he was at one with Peter the Great 
and the promoters of the Five Year Plans.®° Yet, as he admitted in his 
Memoirs, his message found no response in the inner circles of the 
empire.*’ Few shared his willingness to brave the hardships of rapid 
industrialization. Nobody acquainted with the history of Russia during 
the First World War can deny the justice of Witte’s plea; and by that 
time he had a few more followers. But during his term as Minister 
of Finance he was a prophet without honor in his own country. 

The student of Russian society in this time finds a strange incon- 
sistency in the books and documents that deal with the tasks of domes- 
tic and foreign policy. They indulge in almost unlimited ambitions of 
social improvement or territorial and economic expansion. Whether 
one takes a representative liberal like Ozerov, the Moscow economist, 
or the nationalists of Sharapov’s school, or Migulin—not to speak of 
the millennial hopes of the revolutionaries—one finds that Russian so- 
ciety was in revolt against its backwardness or its weakness in world 
politics. And yet, very few men realized that their dreams could come 
true only by a concerted effort for rapid industrialization such as Witte 
had attempted. Not convinced of the need for rapid industrialization 
they naturally were unwilling to face the brutal costs. Witte, on the 
other hand, never grasped his opponents’ point of view. To him their 
apprehensions appeared merely a sign of stupidity, malice against him 
personally, or sheer selfishness. He resembled the Bolsheviks in his 
ruthlessness and his optimism; he had neither the deep sympathy, the 
imaginative sensitivity, nor the rooted esteem for Russian traditions 
that enabled his opponents to see so clearly the full scope of the gamble 
and the revolution which his system implied. And he could find in the 
arguments thrown against him no valid answer to his insistence that 





65 See the characterization of the chief economic centers of Russia by the sociologist S. N. 
TUzhakov in Russkoie Bogatstvo (Russian wealth) (September 1894), “Khronika vnutrennei 
zhizni,” pp. 329 ff. By comparison St. Petersburg, despite its extensive industries, was a city 
dominated by chinovniks. 

66 The continuity of Russian economic policy was stressed by H. von Eckhardt, “Die 
Kontinuitat der russischen Wirtschaftspolitik von Alt-Moskau bis zur Soviet Union,” Archiv 
fiir Sozialwissenschaft und Sozialpolitik, No. 55 (1928), pp. 754 ff. 

67 There is much evidence on this point in Polovtsov’s diary. 
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his system represented the only feasible way by which Russia could 
catch up quickly with the advanced western nations. 

But even at best, as the pessimists protested, there was no guarantee 
that his system would succeed. The implicit hope—and it was never 
more than a hope—was that the unfolding of Russia’s natural riches 
would proceed more speedily than her foreign indebtedness and her 
domestic impoverishment, and that there would be a margin of earn- 
ings large enough to release Russia eventually from dependence upon 
the foreign rentier (and his government) and from her peasant pov- 
erty. This was the crucial gamble of the Witte system, a bold wager 
on Russia’s undeveloped resources both human and natural. And to 
make the wager convincing to his contemporaries Witte had to pro- 
mote an optimistic attitude. As he wrote in his Secret Memorandum 
of 1899, the accumulation of native capital, once started with foreign 
help, would increase by geometric progression: millions would give 
rise to billions. In support of such extravagant expectations he cited the 
example of the United States, where such miracles had really happened, 
without conceding that Russia was not the United States (as his oppo- 
nents never tired of pointing out). 

He assumed that, once his huge railway project was under way and 
the flywheel of industrialization spinning full tilt, the intelligent and 
God-fearing Russian public would take over the task: “the best school 
for industry is industry itself.” Through investing in industry an illit- 
erate peasant could become a captain of industry, so he wrote in his 
Secret Memorandum, thinking no doubt of I. S. Bliokh, the amazing 
self-made railway king, whom he had known in his earlier days. The 
Russian people, Witte was convinced, would follow in Bliokh’s foot- 
steps and become resourceful and energetic capitalists. Deriving his 
theoretical equipment from Friedrich List, he could not but see his 
task in this over-simplified light. In the United States and in Germany 
tariff protection and foreign capital had been the only extraneous 
stimuli required for a phenomenal economic upsurge. There had been 
enough capable and enterprising people to take advantage of favorable 
natural conditions; the market had kept pace with industrial advance. 
In Russia, however, the task was far more difficult. For one thing, the 
twin problems of industrial promotion and governmental finance 
always seemed to interfere with each other and hampered the process 
of industrialization. Another difficulty lay in the necessity of the state’s 
assuming a far more important role than List had anticipated. Further- 
more, even at the height of his optimism Witte could not deny the 
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fact that the commercial and industrial community of Russia was un- 
pardonably sluggish and unable to co-operate fully with his plans. 
And finally, as Witte dimly recognized at the end of his career as Min- 
ister of Finance, Russian society and government as he had found 
them were incompatible with the economic order which he envisaged. 

The truth was that in 1903 nobody in Russia (or anywhere else) 
could see the tragic dilemma of a backward country beset with am- 
bition to rival the model nations of the West. There was only confusion 
and bewilderment over Russia’s economic future. Even those who 
agreed with Witte’s general principles, like Migulin, found fault with 
his careless handling of funds, his neglect of the consumers’ market, 
and his lack of attention to details, which came from an insufficient 
realization of the difficulties involved. It was a great step forward when 
Ozerov advocated a commission for the scientific study of the condi- 
tions governing the industrial development of Russia. But even he, in 
his call for greater discipline of work and thought and for a pragmatic 
approach to the problem, had no perception of the magnitude of the 
task. 

By 1903 Witte had failed, and for the next decade the government 
and a large segment of the public turned their attention to peasant 
affairs. Industrialization, to be sure, continued, not quite as feverishly 
and with less reliance on government orders. Yet the World War found 
Russian industries still insufficient for the great task at hand. Witte’s 
ambition had not yet been realized and his warnings had not been 


heeded. 
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The Social and Psychological Setting of 
Veblen’s Economic Theory* 


N VEBLEN’S own critique of other economists—and a major por- 

tion of his theory is just that—he relied securely on quasi-Marxist 
simplicities concerning causation. Other economists “got that way” 
because they were members of or sycophants of the kept classes, aristo- 
cratically disdainful of the actualities of production. Their theories, if 
they were classicists, were “superstructural” in the sense of being both 
above and behind the battle, for Veblen was one of the pioneers in the 
use of the cultural-lag concept which has done so much to confuse the 
understanding of the relations between technology and society. If they 
were American classicists, such as (in Veblen’s view) J. B. Clark, they 
were likely to couple a pallid reformism with their “fine-spun tech- 
nicalities,” offering palliatives at the level of pecuniary theory for evils 
rooted in the very divorce of the pecuniary culture from its industrial 
base. And this reformism Veblen saw as a leisure-class product, along 
with female philanthropy, the arts and crafts movement, social work, 
and vegetarianism—the archaic by-products of the sheltered life of the 
better-off and the better-educated strata whose menial and hence life- 
giving work was done for them by others. Reformism was archaic be- 
cause it was pre-evolutionary, pre-Darwinian; for Veblen, “A.D.” 
meant “After Darwin.” His emphasis on the datedness of economic 
theory—a charge to which Americans are especially sensitive since we 
like to be progressive and up-to-date—led Veblen to express recurrent 
hopes for the “younger generation” of economists, whom he wanted 
to make less literate and theoretical, less parasitic and less sanguine, less 
refined and more machine-minded. For Veblen as for Rousseau, what 
was young was less likely to be corrupted and spoiled. 

Veblen, however, never explained why some economists, himself 
included, were historically minded without being, necessarily, younger. 
He admired Sombart and borrowed much from him; he had good 
words to say for Schmoller; and he attacked the German historical 
school only for not being completely free of chauvinism and reform- 
ism; for Karl Marx, in his role as economic historian and not in his 


“In the footnotes I have taken account of some of the points made in the discussion follow- 
ing the presentation of this paper. I gratefully acknowledge many helpful suggestions from 
Staughton Lynd. 
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role as prophet, Veblen had a good deal of sympathy. In his efforts 
to make economics a historically relativistic science, in his refusal to 
“take the current situation for granted as a permanent state of things,” 
Veblen contributed to economic history rather than to economics 
proper (I happen not to share his bias that the classicists were all too 
proper), granted that his Morganatic anthropology was a kind of his- 
tory, a Just So story of stages in a universal unilinear human destiny. 
And perhaps it can be said that Veblen’s unremitting warfare with 
what he called “the guild of theoretical economists” opened up possi- 
bilities for a more historical or anthropological economics which later 
students, more cautious and less given to economistic explanations, 
have been exploiting. Even I, a relatively critical interpreter, welcome 
his ghost at this meeting. 


But how, drawing from Veblen, are we to explain Veblen? In my 
forthcoming book, I make a very tentative effort to show how his 
theories reflect the conflict between his harsh, intrepid, and technologi- 
cally adept father and his Bible-reading, softer, and whimsical mother.’ 
Take, for example, his view that in the matriarchal past life was at its 
best, but that modern man is simply nostalgic if he dwells on this, for 
modern man must adapt to the discipline of the machine, its cold, 
impersonal calculus, or go under. Might we not say that this outlook, 
like analogous lost paradises, reflects the co-existence in his mind of 
periods of his own life: the earliest childhood, dominated by his 
mother, and the succeeding harsher if more productive phases, domi- 
nated by his father? Plainly, neither such a theory nor such a family 
constellation is idiosyncratic to Veblen; such families, indeed, peer 
out at us from Victorian portraits and memoirs—and, in fact, justify 
themselves by reference to ideologies of masculine work-mindedness 
and domination of nature, of masculine mathematics and calculation. 
Yet such concomitants between family and ideology, while fruitful 
for speculation, are not explanatory: they illustrate compatibilities but 
do not show why some children of ascetic fathers, like Samuel Butler, 
rebelled to become antagonists of the machine and admirers of luxury, 
while others, like Veblen, rhapsodized their fathers and defended their 
coldness, asceticism, and solemnity. In fact, a closer look at Veblen, while 


1 Thorstein Veblen: A Critical Interpretation (New York: Charles Scribner’s Sons, 1953), 
chaps. i and ii. 
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it shows the father portrayed as the philosopher-king of the future, the 
engineer, also shows the father attacked in the son’s muted praise for 
“idle curiosity” and muted contempt for pragmatism—contempt ex- 
pressed also in his unceasing and successful effort to make a failure of 
his own career. 

Veblen’s father, though notably progressive in his use of farm ma- 
chinery and interest in science, never learned English; Rolvaag’s state- 
ment is applicable to him: “We have become strangers—strangers to 
the people we forsook and strangers to the people we came to.”” But 
Veblen’s Norwegian heritage is important not only because it made 
him a marginal man, linguistically and intellectually cosmopolitan, 
socially awkward, and emotionally expatriate, but also because of cer- 
tain specific values he seems to have acquired as a youngster. Blegen 
notes the fact that the Norwegian immigrants could not understand 
competitive sports and games. Recalling Schumpeter’s observation that 
for the entrepreneur “economic action becomes akin to sport,’ ® it 
would seem plausible to connect Veblen’s fear and distrust of the 
entrepreneur with his Norse peasant’s sort of Puritanism which rejected 
sport.* Indeed, Rolvaag’s novels show how the Norwegian immigrants 
viewed plays and dances as sinful; their ministers urged them to hold 
fast to their racial traits and not to emulate American ways. While 
Veblen emancipated himself from this piety in certain respects, sex- 
ually and theologically for instance, he remained in many ways a 
seventeenth-century sort of Puritan protesting against the more com- 
mercially minded and urbanized Yankee Puritans whose faith seemed 
to him as watered as their stock, whose expenditures appeared as waste- 
ful as their wars and their agronomy, and whose Angio-Saxon ideal of 
sport struck him as a form of juvenile delinquency. 

Staughton Lynd, who has collaborated with me in the study of 
Veblen’s background, has observed that Simon Patten was born on 
better, richer land than that of Veblen’s parents—and Patten of course 
went on to emphasize American abundance and consumption whereas 
Veblen, ever fearful of scarcity, remained an ascetic and aesthetic 


2 Quoted in Theodore Blegen, Grass Roots History (Minneapolis: University of Minnesota 
Press; 1947) 5, ps 113; 

3 The Theory of Economic Development (Cambridge, Mass.: Harvard University Press, 1934), 
Pp. 93: 

4A genealogy of the Veblen family indicates that most of Thorstein’s siblings married other 
Norwegian-Americans (judging from names, and the names given children) and apparently 
remained in rural areas; one brother, and his favorite nephew Oswald, entered academic life. 
Only in the next generation would there appear to have been widespread assimilation to Ameri- 
can middle-class norms. 
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enemy of consumption, above an efficient subsistence minimum. (Pat- 
ten had studied in Germany and been impressed by Gemiitlichkeit, by 
how well the Germans made use of their leisure.) Veblen did not feel, 
with Willa Cather, that “it took more intelligence to spend money than 
to make it,” ° but rather that getting and spending were both frivolous 
pecuniary diversions from modern man’s essential problem: habitua- 
tion to the machine and its relentless logic. In turning in his own career 
from philology and Kantian philosophy to economics, he was not only 
converted, as his first wife later declared, by Bellamy’s Looking Back- 
ward, but also seems to have wanted to immerse himself in the study 
of livelihood. But perhaps at the same time he was attracted as well as 
repelled by the almost philological intricacy the science of economics, 
in comparison with other social sciences, was beginning to attain.° 
This last point is important, for it introduces us to the fact that 
Veblen did not remain a Populist or a Bellamy Nationalist: he outgrew 
both movements in part. Thus, while a good deal of his economics may 
be interpreted as a farm boy’s stubborn empiricism—a show-me attitude 
toward theory and refinement, a dislike of classics and the classical, a 
fear of art and artfulness, a chronic suspicion of lawyers and financiers 
—Veblen is neither a Bryan nor a Dreiser. Soon after moving to Chi- 
cago in 1892, he ended his concern with agricultural economics and 
the price of wheat and began his lifelong preoccupation with the most 
subtle market and monopoly tactics of business enterprise. He was 
thoroughly aware that the future, not only of the United States but 
of the planet, lay with industry and not, by any fond hope, with the 
rural, the tribal, the fundamentalist. Though proud all his life long 
of his Scandinavian ancestry, and happier with farmers and Wobbly 
workers than with professors who could not chop a tree, make furni- 
ture, or saddle a horse, he nevertheless identified himself with the inter- 
national world of scholarship and only on occasion with the more 
folksy and destructive vulgarities of Populism.’ Indeed, as a self- 


5 One of Ours (New York: A. A. Knopf, 1922), p. 102. 

6 To be sure, in Veblen’s America economics was still often taught by divines and other 
amateurs, but Veblen, a gifted linguist, was familiar with the work being done on the Con- 
tinent. On coming to Chicago, he translated Ferdinand Lassalle’s polemical Science and the 
Workingman, and in the Journal of Political Economy he reviewed scholarly as well as 
socialist European economic literature. These reviews—some of them reprinted in The Place 
of Science in Modern Civilization and Other Essays (New York: Viking Press, 1919)—exhibit 
Veblen’s skill in handling complex Marshallian types of argument in economic theory. 

7 Neither Veblen’s idealized engineer nor his footloose Wobbly hero has much in common 
with the masterful, muscular hero of Jack London’s The Iron Heel (New York: The Mac- 
millan Co., 1917). During the First World War, Veblen, though ferociously anti-German, was 
concerned about how international scholarship might be preserved through American aid. In 
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proclaimed matter-of-fact scientist, he was able to conceal from him- 
self (and from many of his readers) the extent of his animus against 
the rich and the scholastics who neither toiled nor spun—save for spin- 
ning theories to justify their idleness and prestige. Through science 
he could sublimate his alienations and harness his hostility. 


II 


He came late to economics, as he came late to the English language 
and the genteel tradition, to cities, and, in a way, to America. And this, 
too, is not idiosyncratic but reflects an era in which it was very difficult 
for the underprivileged young to get higher education, although it was 
also an era in which professors, secure in their own status, enjoyed 
polishing and bringing along those rare ethnics—a Veblen, a Bernard 
Berenson, a Morris Cohen, an Alvin Johnson—who did manage to get 
access to them. The zeal and enthusiasm of these newcomers for the 
classical culture was thus stimulated and preserved (as compared with 
the situation today in which professors and students, no longer so 
different from each other, are cool, sharing know-how rather than iso- 
lated excitement). The very backwardness of America then held cer- 
tain advantages for the pioneers of scholarship who, even if like Veblen 
they turned hostile to classicism, came as individuals to a library with 
the same passion that whole nations have come to literacy when the 
printing press is first introduced. I should add, moreover, that but for 
this backwardness I doubt if we would be taking Veblen very seriously 
today; he stands out among turn-of-the-century thinkers in this country 
as he would hardly do in an international conspectus that took account 
of his great contemporaries on the European continent. 

To return to Veblen as a late-comer: Trained initially in philosophy, 
the field in which he took his doctorate with a thesis on Kant, he turned 
his critical intelligence and linguistic acuity onto what he termed the 
“received homilies” of economic theory; his papers on Clark, Marx, 
Bohm-Bawerk, and others are magnificent forays in criticism. Often 
unaware of what he had learned from the men he attacked, he tested 
their theories for both internal consistency and relevance, not to “the 
economy” in the narrower sense in which that sphere is the province 
of a special breed of men called economists but to “the economy” in 


this-man of multiple and wavering identities, a concern for scholarship and especially economics 
—if not for particular scholars and economists—remained an abiding concern even when he 
became a “left-wing” journalist on The Dial. 
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the broader sense which includes all human use of resources, political 
and cultural, tangible and intangible. By bringing the “state of the 
industrial arts” into the discussion of market relations, he forced atten- 
tion to the cultural and technological prerequisites which many the- 
orists of marginal utility had taken for granted. Likewise, he insisted 
on bringing into technical academic discussion the usages of the com- 
mon man. Indeed, in a review of Irving Fisher’s Capital and Income, 
he argued that “capital” can only be defined by empirical observation 
of how businessmen use the term—there is no point in a more refined 
definition. Thus, the study of economics becomes the study of busi- 
nessmen’s habits of thought; changes in businessmen’s linguistic usage, 
therefore, reflect changes in what they do. Here the outsider speaks— 
or, in terms of his own theory (see Imperial Germany and the Indus- 
trial Revolution), the late-comer who takes over modernity without 
the encrustations of habit, sport, and dilettantism. In this and other 
papers, he stresses that price, interest, value, and other categories are 
conventions, not given in the nature of things or in human nature but 
through the institutional processes and social learnings we would to- 
day summarize as culture. 


III 


Moreover, like many outsiders and late-comers—including some of 
the most significant minds of the nineteenth century—Veblen em- 
ployed the search for economic origins as a way of discrediting capital- 
ism’s claim to be sacrosanct and traditional, as well as the claim of par- 
ticular capitalists to be innovators and contributors to welfare. In regard 
to the latter, when he did not charge them with usurpation and sabo- 
tage, he observed that they lazily engrossed the community’s common 
stock of industrial understanding: they stole not so much surplus labor 
(a metaphysical concept Veblen derided) as a racial inheritance of 
instinctive workmanship (Veblen’s racism was metaphysical, too, as he 
sometimes admitted). Concerning the former, Veblen pointed to the 
historically late entrance of substantial capital assets upon a population 
already somewhat crowded by growing scarcity of land, giving rise to 
the exceptional and unstable phenomenon of modern capitalism—a 
parvenu likes to pretend he has always been there. But the “assets,” 
Veblen insisted (in line with single-tax thinking), are such only be- 
cause the institutions so define them; thus when metals came into use, 
flint-beds were no longer assets, and in general “the maker’s produc- 
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tivity in the case was but a function of the immaterial technological 
equipment at his command, and that in its turn was the slow spiritual 
distillate of the community’s time-long experience and initiative.” * 
While Veblen was simply one of a number of nineteenth-century 
thinkers who, by ennobling earlier ages or submerged classes, chal- 
lenged the capitalists’ own lately attained patents of nobility, he was 
distinctly stimulating and original in his emphasis on the insubstan- 
tiality of capital, not only in terms of its historical uniqueness in its 
contemporary form but also in terms of its resting on interpersonal 
expectations and understandings much more than on plants and tools. 
Under Veblen’s analysis the impressive physical apparatus of indus- 
trialism is separated from the interpersonal racketeering, the “in- 
tangible assets,” the absentee ownership, the salesmanship and propa- 
ganda—all the vendible imponderables that truly dominate the busi- 
ness culture and constitute specifically modern “capital.” His aware- 
ness of the role of propaganda, of confidence and confidence men, 
of “good will” is sophisticated, and links him with such political scien- 
tists as Harold Lasswell or such sociological economists as Pareto or 
Schumpeter, rather than with the classical or, for the most part, the 
institutional economists either then or now. Just as he saw socialism 
as grounded in large part on emulation, he saw capitalism resting on 
Kwakiutl-like motives of waste and display and on the airy romance 
of unstable hopes rather than on the solid substance of land, labor, 
and equipment. Indeed, one can trace anticipations in Veblen of 
Keynes’s and Schumpeter’s theories of crisis. And Veblen also antici- 
pated their sense of the precariousness of future prosperity and the his- 
torically limited nature of the capitalist world of the nineteenth century. 





: IV 

He got there, however, I suggest, in part by the skeptical farm boy’s 
route of distrusting the words, the promises, of city slickers, while being 
fascinated by them. His father, who had lost his first farm to a shrewd 
claimant, had been a man of very few words—and those in Norwe- 
gian; Veblen’s own style is a conscious parody of the prolixity, ped- 
antry, and legalism of the half-educated country lawyer or deacon. 
His distrust, moreover, is not only that of the farm boy who can 
never quite accept the reality of things beyond the palpable necessities 
of life but also a quite far-reaching distrust rooted in his character 

8“On the Nature of Capital,” in The Place of Science in Modern Civilization, p. 339. 
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structure—a fear of being caught, made a fool of, taken in. This is one 
reason he was never willing to commit himself to a cause, a movement, 
a colleague, or a woman. All obligations seemed unstable to him. He 
was so ready to see the role of expectations in society in part because 
he himself was so fearful lest anything be expected of him; his whole 
academic career may be viewed as a sidling out of commitments, and 
his unfactual attitude toward getting the facts and unscientific attitude 
toward himself as a mere scientist may be seen as efforts to escape from 
amorphousness and to relate himself to something solid, if not to some- 
body. His crusade to get theory “down to earth” was thus in part the 
argument with himself of a refugee from the farm. 

This fear of constraint and commitment, coupled with a fear of the 
freedom that would result from their absence, is one of the most dis- 
tinctive themes of Veblen’s character structure, visible in his writings 
as well as in other behavior. His writings, for example, have as a formal 
matter no principle of flow, of organization; they are endlessly repetitive 
in the large and in detail; sentences have style but little structure. More- 
over, as we have seen, Veblen insisted on man’s subordination to the ma- 
chine, to the slow evolutionary drift of things, while at the same time 
he identified with the Wobblies, the less bemused portions of the 
underlying population, the masterless men who bowed to no authority 
save logic and to no rule save the slide rule. This ambivalence we can 
relate once more to his parents, who thought him bright, expected much 
of him, but gave him little warmth—and these parents in turn provide 
a link with the tight patriarchal family and the no less tight ethnic 
group—a group who supported the postdoctoral Veblen while he loafed 
and read, read and loafed, because as a traditional culture they accepted 
the responsibility even for such kin as were deviants. And on the other 
side, we can relate Veblen’s character structure to his choice of field, 
for I suggest that economics then, with its undefined boundaries and 
unmathematical, more or less speculative, often historical methods, 
attracted those who feared constraint, much as sociology and anthro- 
pology have more recently done. That is, economics may have appeared 
to Veblen to mix agreeable proportions of intricacy and openness, 
methodology and topicality. Veblen broke down the boundaries of eco- 
nomics even further: his very fluid definition led him to subtitle The 
Theory of the Leisure Class “an Economic Study of Institutions.” The 
state of the art allowed him not to be cabined by his chosen discipline; 
and his eloquent pleas for opening it up to new areas of investigation— 
business practice, anthropology, psychology, as well as politics—have 
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a 
helped create such cadres of no longer quite marginal but also not 
wholly free men and women as yourselves, the economic historians. 


V 


All this only brings us to another paradox in Veblen’s relation to his 
Zeitgeist, if this term can still be used. The psychology he went to 
school with, so to speak, was that of Peirce, James, and Dewey—a 
psychology that stressed, as indeed Kant’s did, man’s selective percep- 
tion and active organization of the world, his adaptation of it to him, 
rather than his mere passive response to hedonistic drives. Again and 
again, Veblen states that man is an agent, an actor, shaping the insti- 
tutions which in turn shape him; moreover, his concept of idle curiosity 
is a sort of instinctual basis for autonomy. He had some sympathy for 
Lester Ward, who drew humane implications from Darwinism; he 
was friendly with W. I. Thomas, who stressed the subjective nature of 
social life; he even saw in animism a projection of the human will. 
And yet, because as already indicated he was afraid of his own fear 
of constraint, afraid too of the freedom he regarded, as his father might 
have, as soft and sentimental, he resisted the implications of his psycho- 
logical affiliations for his economics. For him, Darwinism came as a 
discovery of mankind’s submergence in blind, cumulative drift over 
which it would be naive and vain to seek control. In counseling adap- 
tation to the machine, he urged on men a ferocious surrender to the 
existent, even at the cost of distorting instincts which Veblen thought 
had been shaped for all time in a savage past. And in his aggressive 
scientism, no less deterministic than that of Comte and St. Simon and 
more so in some ways than that of Engels, he urged his fellow econo- 
mists to give up their personal wishes for amelioration and to bind 
themselves, in fraternal anonymity, to become consultants for industrial 
managers, statisticians for project engineers (shall I say “policy scien- 
tists” ?). In a famous passage, he criticizes Marx and his followers: 


The neo-Hegelian, romantic, Marxian standpoint was wholly personal, whereas 
the evolutionistic—it may be called Darwinian—standpoint is wholly imper- 


91 have relied heavily, for information on Veblen’s life and times, on Joseph Dorfman, 
Thorstein Veblen and His America (New York: Viking Press, 1934). I am also indebted to a 
conversation with Professor Max Fisch concerning Veblen and Peirce. Since my address was 
written, an interesting essay has appeared comparing Veblen and William James: Lewis 
Feuer, “Thorstein Veblen: the Metaphysics of the Interned Immigrant,” American Quarterly, 
V (1953), 99-112. Feuer, somewhat less sympathetic to James and more to Veblen than I am, 
stresses that Veblen was too close to a precarious personal existence to afford James’s middle- 
class optimism about the human will. 
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sonal. .. . The romantic (Marxian) sequence of theory is essentially an in- 
tellectual sequence, and it is therefore of a teleological character. . . . On the 
other hand, in the Darwinian scheme of thought . . . the sequence is con- 
trolled by nothing but the vis a tergo of brute causation, and is essentially mechani- 
cal. The neo-Hegelian (Marxian) scheme of development is drawn in the image of 
the struggling ambitious human spirit: that of Darwinian evolution is of the 
nature of a mechanical process.!° 





We see here that William Graham Sumner, hard-boiled at least on 
the surface, had more influence on Veblen than his gentle colleague, 
John Dewey, with his, at least on the surface, more hopeful view of 
man. In making this choice among “influences”—and it will be seen 
that I myself see men as having some leeway in choosing their influ- 
ences rather than simply succumbing to tropisms—Veblen may have 
been picking his father over his mother, his enemies over his friends, 
his need to be restrained over his fear of restraint. Beyond that, a cer- 
tain personal passivity and shyness may have been at work which made 
him dislike any theory or custom that gave renown to individuals or 
brought them into the limelight. Veblen, having early handed in his 
resignation to life and being in many ways a very dependent person, 
seems to have felt that the “struggling ambitious human spirit” could 
neither found a scientific system nor change the world, even though, as 
in many fatalistic schemes, this discovery heartened him to espouse, with 
a very personal style, the claims of impersonality and, with a very 
unexpedient life, the mandates of expedient adaptation and deter- 
minism. 


VI 


Such psychological explanations, however, leave me somewhat unsat- 
isfied, not only because I know all too little about the details of Veblen’s 
parentage and childhood but also because I know all too well that 
men of very different background espoused quite similar views of the 
economy—while of course other farm boys, such as Dewey, differed 
greatly from Veblen. Nevertheless, we must ask how Veblen happened 
to select, among available careers and themes, the particular contra- 
dictions that he made his own. The question is in principle answer- 
able even though others could achieve outcomes similar in general, 
though never in detail, from different motives and, of course, follow 


10 “The Socialist Economics of Karl Marx and his Followers: II,” in The Place of Science in 
Modern Civilization, pp. 436-37. 
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him for again different motives. And if we then ask why so intelligent 
a man as Veblen did not go farther, why he failed in so many ways 
appreciably to transcend his age, we are once more brought back 
sharply to his biography. We see, for instance, that his country-boy late- 
comer skepticism and bitterness had its opposite side in a certain gulli- 
bility. He was overimpressed by the very captains of industry he 
derided. He gave them more power to do damage, as saboteurs of pro- 
duction and Goliaths of consumption, than they actually possessed; 
their personalities and even their success impressed him, in his shy, 
resigned failure, despite his Darwinist defense. Their values impressed 
him even more. In making the canon of efficiency the standard for 
judging all social life, he was able to demolish much Victorian cant and 
pretense, but by the use of a Philistine weapon borrowed from busi- 
nessmen. Veblen contended that businessmen were unbusinesslike, 
though only by insisting that they were single-mindedly in pursuit of 
profits rather than production; this very single-mindedness, though 
some of the robber barons came close to it, was for most of them an 
unachieved ideal. In his own attempt to be single-minded, Veblen 
would have very little quarrel with the businessman today who wants 
government to be run like General Motors: if technocracy was a carica- 
ture of his gospel, it was not without his co-operation. Even the busi- 
nessman who despises art, culture, and philanthropy finds something 
of an ally in Veblen, whose hatred for all archaic, inefficient, untech- 
nological pursuits has at times a very militant quality. Believing himself 
a critic of his culture, he fell into some of its most characteristic nine- 
teenth-century crudities and self-deceptions. 

Even more striking, perhaps, is Veblen’s unconscious acceptance of 
nineteenth-century rationalistic individualism. Veblen never seriously 
concerned himself with the problem of social solidarity: he assumed 
that men, once freed of the imposed incubus of pecuniary rivalry, 
would work together in obedience to both their instincts and their 
self-evident subsistence needs. While he spoke occasionally of the 
“parental bent” as a kind of instinct of social solicitude, he more typi- 
cally took it for granted that “masterless men” would find in engineer- 
ing mandates a sufficient basis for co-operation. During the same era 
that Durkheim and Freud, Brooks Adams and Sorel, Max Weber and 
Pareto were in one or another way preoccupied with centrifugal tend- 
encies in modern society, Veblen saw the role of leaders and elites from 
a village atheist’s perspectives—as sheer unnecessary swindle and ex- 
pense. In the terms of Karl Polanyi’s The Great Transformation, his 
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preconceptions concerning human relations were those of a market 
economy—impersonal, rationalistic, calculable. Here again, Veblen is 
the very “American” efficiency expert, and paradoxically one who is 
attacking orthodox economics for its reliance on premises of hedonism 
and rationality. All of us suffer from the illusion that we are outside 
what we are criticizing. 

To be sure, all this needs to be qualified by recalling once again that 
Veblen kept a kind of ikon corner for the impractical and the “un- 
American,” the inefficient, the unbusinesslike, and the irrelevant, in the 
form of his concept of “idle curiosity.” He called it an instinct, to give 
it a biological base beyond criticism—and obviously biology is the true 
nobility, coming first before all learned parvenus. But under idle curi- 
osity he smuggled the university and research, his own vested interest 
and the one he cared most about. While everywhere else his mentality 
is that of the engineer or accountant, the Puritan and debunker, the 
person who has no truck with frills, frivolity, and nonsense—a men- 
tality that drew him at once to the Bolsheviks in 1919—his design for 
the universities, and hence by implication even for economics, is im- 
practical and indeed remains an attractive dream for many of us who 
are harassed by demanding students, repetitive committees, administra- 
tive chores, and foundation benevolence; we may be grateful here, as 
with other thinkers, for a certain lack of consistency. 


Vil 


One more paradox and we are done. For reasons partly indicated, 
Veblen failed to account for modern capitalism in its specifically Amer- 
ican variant—he gave the captains too much power, saw credit only as 
collusive and collapsible, and otherwise overestimated the destructive 
elements in the system; his asceticism prevented him from seeing the 
constructive role of waste and luxury on both the production and con- 
sumption sides."* In my judgment, he is a poor, if often amusing and 
provocative, guide to America.” But he really comes into his own when 


11 After the meeting, Mrs. Edna Macmahon of Vassar College told me the following inci- 
dent, which occurred when she was a student of Veblen’s: After a New School lecture, a pretty 
girl (a species usually able to overcome Veblen’s defenses) presented Veblen with a gold 
clasp to substitute for the safety pin with which he attached his pocket watch to his clothes. 
Veblen declared, pulling out his pin, that it had true beauty, which he would not exchange for 
anything; that it could be bought at any five and ten, six for five cents; that the pin did not 
damage his clothes; finally, that if the girl could not grasp the functional aesthetics of the pin, 
she had learned nothing from the course! 








The Setting of Veblen’s Economic Theory 461 





taken as a guide to the economics of underdeveloped countries—“un- 
derdeveloped” being our not wholly satisfactory semantic substitute for 
“backward.” By simplifying and empiricizing economics, by putting 
it back into its cultural context and rejecting partial equilibrium anal- 
yses, by teaching us that every society draws on motives which are left 
over from previous epochs, he introduces an essential curriculum for 
Point Four missionaries. The new theorists of economic development, 
working where there is only a rudimentary market and not even a 
semblance of entrepreneurial ideology, may find Veblen’s anthropologi- 
cal economics, with its iteration of the interrelatedness of everything, 
good and even inspiring reading. Someday we may be able to trace a 
United States Technical Assistance project in aid of Javanese home 
incustry (tied to matrilineal descent lines) to a set of ideas set off 
originally by Veblen’s own encounter with a magisterial father and 
with a society which, for much of his life, insisted on defining him 
as impractical, even at times subversive, but mostly not good for much. 
And that would be the final ironic verdict on a man whose great dis- 
covery, in his own eyes, was the vanity of any human effort to oppose 
“the vis a tergo of brute causation.” 


Daviw Riesman, University of Chicago 


12 For this judgment, I was gently chided by Professor Willson Coates of the University of 
Rochester and others who felt that to criticize Veblen in terms bf developments since his time 
was unjust. The problem, of course, would not arise had Veblen not sought to transcend his 
times, both critically and prophetically; indeed, were he not to some degree original, there 
would be no point in seeking to understand him as an individual rather than simply as a 
type. It may well be that I expect too much illumination from Veblen, of a sort he is not 
equipped to give, and in this paper stress insufficiently his accomplishments. However, since 
many still move in evaluating contemporary America within the ambit of Veblen’s rhetoric, it 
is important to emphasize that Veblen’s America, to the extent it ever existed, predeceased him 
—while, to name a profounder guide, Tocqueville’s America is in some ways more ours than 


his. 








The Background of Fabian Theory 


F WE are to have a discussion of Fabian England, it may be well at 
Lie outset to specify what we mean by Fabian, even though we take 
England for granted. Under present circumstances in the world, the 
German methodology, which dictates beginning with definitions, 
should perhaps be employed in its Russian variant, which requires that 
serious discussion of any scholarly subject shall be prefaced with an 
indication of what Lenin had to say on the topic. Lenin was interested 
in the Fabians, interested enough to translate Industrial Democracy 
into Russian. It is therefore with special authority that he was able to 
say, “The most perfect expression of opportunism and of liberal labour 
politics is undoubtedly the Fabian Society.” His opinion took on added 
weight because he was echoing “Engels, who treats Messrs. Sidney 
Webb and Co. as a band of bourgeois humbugs whose aim it is to de- 
moralize the workers, to influence them in a counter-revolutionary 
direction.” Lenin did recognize that “the Fabians are more sincere and 
honest than Kautsky and Co. because they have not promised to stand 
for a revolution; politically, however, they are the same.” * As we all 
know, in 1915, in the heat of the effort to “convert the imperialist war 
into civil war,” nothing more damning could be said than that the 
Fabians were the same as the “pseudo-Marxist renegade” Kautsky. 

If we pause to contemplate this summary characterization, we must 
recognize that the Fabians were bourgeois, as bourgeois as Lenin him- 
self. There may be much justice in thinking of Sidney Webb as a 
humbug; indeed, Beatrice Potter has left us a record of her long 
deliberate efforts to humbug English statesmen. To think of them, or 
their associates, especially Shaw, as trying to “demoralize the workers,” 
or even to have any serious contacts with them, is, however, a little 
difficult. This would seem to be a case of judging others by oneself, 
for Lenin, by reason of his diligent reading of Marx, was convinced of 
the symbolic significance of the proletariat, which must be “diverted” 
from pursuit of its own economic class interests to the greater goal of 
socialism. 

Despite the fact that the Bolsheviks fought in the name of Marx, 
while the Fabians ignored him, there is a certain fundamental simi- 


1¥V. I. Lenin, Collected Works, XVIII, The Imperialist War (New York: International 


Publishers, 1930), 162-63. 
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larity between them. Both sought to arrange matters for the workers; 
neither Bolshevism nor Fabianism was a movement of the workers, by 
the workers. In other words, both movements were socialist, a word 
from which successful labor movements have tended to shy away, per- 
haps because of an instinctive distrust of an ordering of society that 
reflects the interests of consumers rather than of producers. As Lenin 
phrased it: “The history of all countries shows that the working class, 
exclusively by its own effort, is able to develop only trade-union con- 
sciousness. . . . The theory of Socialism, however, grew out of the 
philosophic, historical, and economic theories that were elaborated by 
educated representatives of the propertied classes, the intellectuals.” * 

In the case of the Fabians, the word “elaborated” is perhaps too 
strong. The original resolution adopted by those who founded the 
society merely proposed “that an association be formed whose ultimate 
aim shall be the reconstruction of Society in accordance with the high- 
est moral possibilities.” * Modesty soon asserted itself to the extent of 
limiting their objective to helping on, rather than effecting, the recon- 
struction of society, and, as the secretary and historian of the society 
has remarked, the intellectual ascendancy of the young Bernard Shaw 
made the era of “highest moral possibilities” seem remote.* It is unjust 
to deny to this band of young men and women—predominantly civil 
servants—the intention of making a revolution. The society soon 
frankly recognized that it was socialist, and seventy years ago socialism 
was still a fighting word. 

What the word meant to the Fabians is not too clear. The “Basis,” 
adopted in 1887 and practically unchanged until 1919, was deliberately 
vague. “It is not a confession of faith . . . ,” wrote the official historian 
of the society. “It is merely a test of admission, a minimum basis of 
agreement. . . .”° It is doubtful whether the Fabians would have been 
able to qualify as a school of economic thought, had it not been for 
Sidney Webb, whose guidance in economic questions seems to have 
been always accepted with little demur. Shaw may have been the only 
Fabian with influence enough to upset proposals of the Executive Com- 
mittee even after he had voluntarily withdrawn from it in 1911, but 
Shaw’s definition of socialism as “the complete discarding of the insti- 
tution of private property . . . and the division of the resultant public 
income equally and indiscriminately among the entire population” has, 


2 Ibid., 1V, The Iskra Period (New York: International Publishers, 1929), Bk. II, 114-15. 
3E. R. Pease, The History of the Fabian Society (London: The Fabian Society, 1925), p. 31. 
4 Tbid., p. 40. 

5 [bid., p. 72. 
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of course, no serious content. It must rank with his advice to the Ameri- 
can businessman who, on a visit to Russia, might be tempted to specu- 
late on the difference between the 50-cent ruble in Moscow and the 
6-cent ruble in Berlin. 





If you proceed on this line [the public be damned] in Russia, you will get rich 
quickly. But if the fact comes to the attention of the tax authorities, they will 
apply to OGPU.... 

An agent will tap you on the shoulder and take you to the premises of this 
famous institution. There they will invite you to tell of your commercial activity 
and your views on life in general. They will let you defend your American busi- 
ness principles and your faith in individualism ad self-help the whole 100 per 
cent. They will not reproach you, they will not make fun of you, they will not 
argue with you, and they will cause you no inconvenience. All that will happen to 
you is that when you have explained in full, you will suddenly find yourself in 
the next world, if there is such a thing. If not, you will simply cease to exist, and 
they will tell your relatives not to worry, because you are not coming home any 
more. 

. . . Your views will convince the Russians that you are an idiot, and out of 
kindness to you and to society, they will simply liquidate you, as they put it, with- 
out causing you a moment’s unpleasantness. They are only carrying out a pro- 
posal I made many years ago.® 


It must be admitted that Shaw’s theoretical construct of socialism was 
far less developed than was his mastery of the technique of acquisition 
by dint of individual enterprise. 

It is not to the soaring Shaw but to the plodding Webb that one must 
look for the content of Fabian socialism. As Halévy has brilliantly 
pointed out, the Webbs “were obviously fascinated by the success of Bis- 
marckian State-Socialism.” He adds that “there were no doubt a large 
number of Fabians who either failed to perceive where the Webbs 
wished to lead them, or, if they did, felt a vague uneasiness. But they 
were too English to be disloyal to their chiefs. . . . Willy-nilly they 
caught the infection of their ideas and so came indirectly under the 
spell of the Prussian model.” * One is again reminded of a certain re- 
semblance between the Fabians and Lenin, who, taking advantage of 
the distressful conditions that developed under war communism, 
effected a return to his favorite program of state capitalism as the surest 
road to the realization of the socialist dream. Lenin, to be sure, labored 
under the difficulty of having to clothe his practical proposals in the 
language of Marxism. Webb, who did not profess Marxism, suffered 

6 Pravda, May 13, 1932. 


7 Elie Halévy, A History of the English People. Epilogue: 1895-1905, Book 2 (Harmonds- 
worth: Penguin Books, Ltd., 1939), pp. 14-15. 
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under no such handicap. If the Webbs ultimately underwent “conver- 
sion to the Marxian theory of the historical development of profit- 
making capitalism,” ° it is not a story that has anything to do with the 
Fabian Society when it was Fabian. 

After all, the essence of Fabianism was not in its objectives or in its 
contribution to economic theory but in its method. Never, perhaps, was 
any organization so aptly named. The very first Fabian Tract affirmed 
on its cover: “For the right moment you must wait, as Fabius did most 
patiently, when warring against Hannibal, though many censured his 
delays; but when the time comes you must strike hard, as Fabius did, 
or your waiting will be in vain, and fruitless.” H. G. Wells was quite 
right when, in his disgruntlement with his insufficiently appreciative 
colleagues, he noted that Fabius did not ever strike hard or, at least, 
decisively—but neither did Fabius suffer a Cannae. Different people 
will, according to their temperaments, answer differently the question 
whether, had Fabius been longer continued in command, it would 
have been necessary to send Scipio to Africa, whether the ultimate stage 
of Carthago delenda est need ever have been reached. Certain it is that 
Fabianism—or any other variant of socialism—has not anywhere de- 
stroyed capitalism, save in the limited sense of eliminating, or at least 
reducing, the role of private enterprise. 

But here arises a different question. Is capitalism merely a system 
under which owners of capital risk it under their own management 
for their personal profit—or loss? If so, how much capitalism is there 
left in the world, even in the United States, save as the “problem of 
the small businessman”? Has not capitalism itself largely driven to the 
wall the owner-entrepreneur whose doom Marx foretold? Is not the 
bulk of our economic life now carried on—and increasingly so—by 
huge corporate enterprises, which pay out the profits, in the form of 
dividends, to a host of persons in all walks of life who exercise no real 
control over the management of the enterprise? Does the financial 
return to our big businessmen take the form of profit on invested capi- 
tal, or is it a matter of “wages of management” independent of their 
personal shareholdings in the enterprise? Is there a fundamental quali- 
tative difference—as there is undoubtedly a quantitative one—between 
the American Telephone and Telegraph Company and the state-owned 
industry of the Soviet Union? Does not the latter make “profits,” even 
“planned profits”? Are not these profits distributed in the usual way— 
in taxes, in wages of management, even in return to private investors 





8 Beatrice Webb, Our Partnership (New York: Longmans, Green & Co., 1948), pp. 489-90. 
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who buy state securities? Does the ordinary private investor in the 
United States enjoy “freedom of enterprise” because he can buy stock 
in any one of a number of corporate enterprises, whereas the Soviet 
investor can buy only one or two types of securities? 

From another standpoint, does it matter essentially to the captain of 
industry whether, in return for substantial wages of management, 
enhanced by bonuses, he manages an enterprise supplied with capital 
by the state or directly by the investing public? Has not any difference 
been steadily whittled down by the progress of government regulation, 
a phenomenon that long antedates the “New Deal”? Time forbids any 
systematic consideration of these questions, but probably no one will 
dispute that, in view of the rise of mammoth corporate enterprise and 
the consequent divorce between ownership and control of capital, capi- 
talism today is not so easily contrasted with socialism as it was in 
Marx’s day. The Fabians perceived this more clearly than did the 
Marxists but—etymologically quite rightly—saw the capitalist in the 
investor, not in the managing industrialist. Accordingly, they wel- 
comed the development, thinking that supersession of the rentier by 
the state—apparently largely overlooking the fact that the holder of 
consols is just as much a rentier as the holder of shares—would realize 
socialism. With the problem of a managerial oligarchy they did not 
reckon. , 

From still another standpoint, from the standpoint of the worker, 
does it matter whether he is employed by the state or by a corporation 
or by a private individual? There would seem to be but little question 
that a leviathan in sole control of all production must necessarily be 
better able to “grind the faces of the poor” than any single employer, 
however satanic he may be made to seem (or may be) and even 
though, by combination, he may take on the proportions of a behemoth. 
One may, of course, cherish the comforting conviction that state 
tyranny over the worker, most developed in the Soviet Union, springs 
from the political rather than from the economic structure, that it is 
the substitution of monolithic Party-guided democratizm for Western 
democracy that makes the difference. Yet one may suspect also that 
Benjamin Constant had a point in urging that “the theoretical acknowl- 
edgment of the sovereignty of the people does not in any way increase 
the sum of the liberty of individuals, and if one attributes to this 
sovereignty a latitude which it ought not to have, liberty may be lost 
in spite of, or even because of, this principle.” ° Did not even Rousseau 


Benjamin Constant, Principes des politiques applicables a tous les gouvernements repré- 
sentatifs et particuliérement a la Constitution actuelle de la France (Paris, 1815), chap. i. 
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remark: “Were there a people of gods, their government would be 
democratic. So perfect a government is not for men.” *° 

Such doubts of the merits of unfettered democracy—and has English 
democracy any fetters save its own inhibitions?—are pertinent to any 
proposal to transfer control of the means of production exclusively into 
the hands of the democratic state. As Fintan Lalor cried out in agrarian 
Ireland, “Let laws and institutions say what they will, this fact will be 
stronger than all laws, and prevail against them—the fact that those 
who own your land will make your laws, and command your liber- 
ties, and your lives.” ** Substitute “control” for “own” and extend this 
principle, for industrial societies, to all the means of production, and 
what prospect remains for the worker but what Hilaire Belloc termed 
the “Servile State”? To what extent consciousness of the danger has 
tended to keep workers. lukewarm, or even hostile, to socialism might 
be somewhat difficult to determine. 

In any case, the Fabians recked little, if any, more than did Lenin 
what the workers might think. Only one worker, a house painter (his 
name was not Schickelgruber), ever played any sort of prominent part 
in their ranks. Shaw has explained the class exclusiveness of the Fabians 
by remarking: “The real reason that we segregated for purposes of 
thought and study was that the workers could not go our pace or stand 
our social habits.” *” It is an error to suppose that the Fabians, because 
they ignored the Marxian analysis of the class struggle (along with the 
Marxian ‘theory of value), were not themselves class-conscious. Con- 
sider, for example, Beatrice Potter’s frank horror at “the heroic dema- 
gogy” of Lloyd George, whose Insurance Bill 





. . . takes some twenty millions from the propertied class to be handed over to 
the wage-earners sans phrase to be spent by them, as they think fit, in times of 
sickness or unemployment. If you add to this gigantic transfer of property from 
the haves to the have-nots the fact . . . that the whole administration of the fund 
is to be put into the hands of the beneficiaries who are contributing only one-third, 
there is enough to make the moderate and constitutional Socialist aghast... . 
When one knows the liability to malingering, even in a friendly society in which 
all members stand to lose by the misconduct of one member, when one thinks of 
all the diatribes levied at unconditional outdoor relief, one is simply amazed at 
the “Simple Simon” of upper and middle-class optimism.1* 


For years the Webbs had fought against the Liberal insurance 
“scheme.” As early as 1908 they had a “heated discussion” at breakfast 


10 J. J. Rousseau, Contrat social (1762), Bk. III, chap. iv. 
11J, F. Lalor, letter to The Irish Felon, No. 1, June 24, 1848. 
12 Pease, p. 62n. 

13 Webb, pp. 473-74. 
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with Lloyd George, Haldane, and Churchill, at which Beatrice in par- 
ticular “tried to impress on them that any grant from the community 
to the individual, beyond what it does for all, ought to be conditional 
on better conduct and that any insurance scheme had the fatal defect 
that the state got nothing for its money—that the persons felt they 
had a right to the allowance whatever their conduct.” ** 

In the Fabians there is evident a curious blend of the traditions of 
Disraeli and of Gladstone, a straddle between the shillings-and-pence 
reckoning of the great days of English liberalism and the condescend- 
ing humanitarian beneficence of the Tories. Obsessed with the idea of 
political neutrality and of quiet permeation of the existing parties, the 
Fabians never played for great stakes. Their concentration on the 
Liberal Party as the more educable and the faith they reposed in Lib- 
eral Unionists like Chamberlain rather than in outright Conservatives 
were perhaps mistaken. The sort of legislation they desired was more 
easily enacted by Tories than by Liberals, who were more hamstrung 
by the traditions of laissez faire. They themselves realized this in the 
case of the Education Act of 1902, in the preparation of which Sidney 
Webb gave important technical assistance. Yet the inception and the 
successful passage of the Act owed much less to the Fabians than to 
that undermining of Protestant self-confidence by “higher criticism” 
which contributed so much to the ascendancy of the ritualistic Angli- 
cans over the Bible-reading Nonconformists who had created the 
school boards now thrown to the winds. It is perhaps no accident that 
the Salvation Army, that brassy sign of declining Nonconformist 
virility, was founded about the same time as was the Fabian Society. At 
the end of the century the Nonconformists had, to be sure, substan- 
tially more plant capacity than did the Anglicans, but the numbers of 
communicants were almost equal. If the number of voters much ex- 
ceeded the number of actively professing Christians, this boded more ill 
for the Dissenters than for the Establishment. 

The chief specific successes of the Fabians were along the lines of 
“municipal socialism,” a development which was well under way, 
though namelessly, considerably before the formation of the Fellow- 
ship of the New Life, from which the Fabian Society emerged. Here 
it was only a question of getting on the bandwagon or, perhaps, of pro- 
viding a bandwagon for the parade of increasingly numerous public 
utilities provided by more and more of the municipal corporations. 
The Fabians themselves were well aware of the fact and made it the 


14 Ibid., p. 417. 
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cornerstone of their propaganda for the “inevitability of gradualness.” 
At the national level, too, the character of legislation had, by fits and 
starts, been rapidly changing its tone, taking the direction that Bagehot 
had forebodingly foreseen and from which John Stuart Mill had not 
shrunk. As Dicey summed up the position reached by 1900: “The cur- 
rent of opinion had for between thirty and forty years been gradually 
running with more and more force in the direction of collectivism. 

. .”?° Tt is not meant to suggest that the Fabians never pioneered. A 
noteworthy instance of their ability to anticipate intellectual progress 
was their issue in 1905 of a sort of forerunner of the Kinsey Report, 
based on a questionnaire sent to 634 of their members. Curiously 
enough, the questions were put to their bachelor members, whose 
answers had to be excluded from the result, but care was taken not 
even to consult their unmarried women members. In the matter of Poor 
Law Reform, the intransigeance—Halévy’s phrase, “feminine vehe- 
mence,” is perhaps better—of the Webbs led to a defeat or, as Beatrice 
seems to have thought it, a Pyrrhic victory. The Poor Law Guardians, 
threatened both by the majority and by the minority reports, survived 
for another twenty years. The Fabians’ lack of success in contesting 
the Insurance Act is obvious. 

The major achievement of the Fabians was perhaps that they helped 
to vulgarize the word “socialism.” By constant iteration of those dread 
syllables in connection with all sorts of ordinary and innocuous pro- 
posals, by stress on that usually absent and therefore beloved phe- 
nomenon “efficiency,” the Fabians made the red symbols of revolution 
so familiar that ordinary people could be as contemptuous of them as 
of any other manifestation of respectability. When the Fabians formed 
their revolutionary society, the abstract economic ideas on which they 
were to base their teachings were already widely accepted among rea- 
sonably orthodox economists. As Wicksteed expressed it in a review 
of Fabian Essays: “A wonderful change has come over us within the 
last few years. Perhaps we are little nearer attaching any definite mean- 
ing to socialistic phrases than we were; but yet the moral indignation 
which till recently accompanied our intellectual irritation is yielding 
to a kind of vague sympathy.” It was useless for Shaw to retort that 
“T see no prospect of any sort of rapprochement between the Socialists 
and the professors of political economy.” *° Fabian economics too ob- 


15 A, V. Dicey, Lectures on the Relation between Law and Public Opinion in England dur- 
ing the Nineteenth Century (2d ed.; London: The Macmillan Co., 1924), p. xxx. 

16T, W. Hutchison, 4 Review of Economic Doctrines, 1870-1927 (New York: Oxford 
University Press, 1953), p. 96. 
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viously stemmed from Jevons rather than from Marx. Of still more 
practical importance was the fact that Conservative legislation had, a 
decade before the foundation of the Fabian Society, resumed the steady, 
inarticulate march of Britain in the direction of the welfare state. 

Even the Liberal Party, shattered by its suicidal acceptance of Irish 
Home Rule, had to stagger in the same direction. Did not Gladstone’s 
chief lieutenant in his last years, Sir William Harcourt, admit—rue- 
fully, to be sure—“We are all socialists now.” The effort of a new gen- 
eration of Liberals to capitalize on their great free-trade victory of 1906 
—an overwhelming but negative victory—by launching an apparently 
Vigorous program of social reform—not unconnected with the con- 
tributions to Lloyd George’s “war chest” of those most energetic and 
most potent proponents of social legislation, the big industrialists— 
came too late, and perhaps from the wrong quarter politically. Refusing 
to make a party issue of the Liberal social program, which after all was 
but a continuation of their own beginnings, the Conservatives left a 
confused Great Britain to divide almost equally between the two parties 
and thus to make the Irish the political arbiters of the destinies of the 
British cabinet. The Liberals’ reassumption of the millstone of Home 
Rule not only brought the country apparently to the brink of civil 
war; it made almost inevitable the supersession of the Liberal Party 
by the Labour Party as the sole practicable alternative to the Conserva- 
tives. The Labour Party removed the last obstacle to this development 
by its abandonment in 1918 of its original class structure and the open- 
ing of its ranks to individual subscribing members having not the 
remotest connection with labor. Though the inertia of history made its 
demise a lingering one, the Liberal Party was doomed by the Judas kiss 
of the Irish rather than by its social views. 

In this transformation of the political scene—so contrary to the line 
on which the Fabians had worked—the role of the Fabian Society had 
been negligible. Although the secretary of the society had sat on the 
Executive of the Labour Representation Committee from 1900, the 
Fabians had had no faith in the new departure and had consistently 
refused to throw their meager political weight exclusively behind its 
candidates. Their skepticism had seemed justified when, in 1906, only 
29 of the 52 labor men elected to Parliament accepted the authority of 
the Labor whips; the Liberal majority was entirely independent of 
Labour, even of Lib-Labs. After ro1o it was the Irish, not Labour, who 
alone could save the Liberal cabinet. The effect of the fatal support of 
the Irish was heightened by the workers’ attainment of a new plateau 
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during the war, with full employment and unprecedented material and 
psychological gains relative to other elements of the population. If 
the war-bred enthusiasm of organized labor in 1918 made it willing 
to adopt an avowedly socialist platform, the pompously and confusedly 
phrased description by Sidney Webb of the Four Pillars of Society, 
that adoption entailed the end of the influence of historic Fabianism 
just as Webb’s entry into the first Labour cabinet forced the eclipse of 
his famous personality behind the facade of Lord Passfield. 


Jesse D. Ciarxson, Brooklyn College 
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